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CORPORATE [PROFILE

TravelSky Technology Limited {the “Company", or including its subsidiaries, the “Group”) is the dominant
provider of information technology solutions for China’s air travel and tourism industries. The Group has
been devoted to developing leading edge applications and services that address the needs of a wide
range of industry participants - ranging from commercial airlines, airports and air travel products and
services suppliers to travel agencies, corporate clients, travelers and cargo shippers - to conduct
electronic transactions and manage travel-related information. The core businesses of the Company
include aviation information technology service, distribution information technology service, etc..

The Company was incorporated in the People's Republic of China (the “PRC” or “China”} on October 18,
2000 and has a controlling equity interest in TravelSky Technology (Hong Kong) Limited, Hainan Civil
Aviation Cares Co., Ltd., Cares Shenzhen Co., Ltd., Cares Hubei Co., Ltd., Cares Chongging Information
Technology Co., Ltd., Aviation Cares of Yunnan Information Co., Ltd., Civil Aviation Cares of Xiamen Ltd.,
Civil Aviation Cares of Qingdao Ltd., Civil Aviation Cares of Xi'an Ltd., Civil Aviation Cares Technology of
Xinjiang Ltd. and InfoSky Technolegy Co., Ltd.. The Company also holds a significant equity interest in
each of the following associated companies: Shanghai Civil Aviation East China Cares System Integration
Co., Ltd., Shenyang Civil Aviation Cares of Northeast China,
Ltd., Aviation Cares of Southwest Chengdu, Ltd,,
Heilongjiang TravelSky Airport Technology Limited, Yunnan

TravelSky Airport Technology Limited and Shanghai
Dongmei Aviation Tourism Online Co., Ltd.

The Group had 1,825 employees as at December 31, 2004.

The H shares of the Company were listed on The Stock

Exchange of Hong Kong Limited (the “Stock Exchange”) on
February 7, 2001. The current largest shareholder of the

Company is China TravelSky Holding Company ("CTHC"), £ ) SEAN
KJ\/ \

which holds an equity interest of approximately 22.3 per = P A
cent. in the Company. A total of approximately 42.7 per &
cent. of the equity interest in the Company is held by 19
Chinese commercial airlines, including the holding
companies of the three largest Chinese commercial
airlines, namely, China Southern Air Holding Company,
China Eastern Air Holding Company and China National
Aviation Holding Company. The remaining 35.0 per cent. of
the equity interest in the Company is held by holders of its
H shares.

The Company established a Sponsored Level | American
Depositary Receipt Programme. American depositary
shares under the programme commenced trading on the
U.S. over-the-counter market on December 27, 2002.
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CHAIRMAN’S STATEMENT

Dear Shareholders,

2004 has been a remarkable year in the Group’s
history of development. Bookings processed by our
electronic travel distribution ("ETD”) system

amounted to 132.2 million, a breakthrough of 100
million benchmark for the first time,

representing a new milestone in the Group's
development path. With the coming transitional
period following the PRC's accession to the

WTQ, however, the Group also steps into a new
era fraught with opportunities and challenges.

On the one hand, to improve efficiency with
response to multilevel and diversified travelers’
demands and increasingly heated market

Mr. Ziu Yong

competitions in the thriving PRC air and travel
Chairman

industry arising from the fast-growing national
economy and its booming tourism industry during this period, participants including commercial airlines,
travel product and service providers, airports, travel agencies and travel service distributors are required
to adopt new information technology solutions, utilize innovative distribution channels and service
modes to streamline workflow, and strengthen alliances and cooperation. Accordingly, the growing
market scale of the PRC civil aviation industry, together with the increasing demand for information
technology solutions in the industry, lays a solid market foundation for the Group's development. On the
other hand, with the trend of deregulation in the global major GDS markets as a result of emerging new
distribution technology and e-commerce, the GDS business mode in the traditional distribution value
chains is evolving into a new business mode which locks on end travelers in the distribution value
network. Furthermore, following the gradual steps to perform its undertakings for accession to WTQ, the
PRC government is introducing deregulatory industrial policies to encourage competitions, resulting in a
gradually open GDS market of China. All such factors will bring uncertainties that may result in tough
challenges to the Group's development.

To address such opportunities and challenges, the Group will capitalize on its long-standing experience in
provision of localized service and increase its capability in cost-effective operations. In light of its vision
of "Take safety foremost, secure customers with service and wield information to create value”, the
Group will put efforts in building capabilities of decision-making and implementation. Furthermore, the
Group will focus on market, technologies/products and its staff, with well-established relations between
business development and current returns, short-term benefit and long-term growth as well as
rebuilding of system/workflow and regeneration of corporate culture to sharpen its competitive edge.

TravelSky Technoloev Limited / Annual Report 2004



Under a clearer development strategy, the Group will

. improve safety management of information technology to enhance its strategic position in the
industry;
. Innovate business modes and improve business capabilities to build vertically integrated and

closer cooperative relations based on stronger alliances between providers and distributors of air
travel product and service, thereby enhancing the leading position of its core businesses in the

market;
. refine its service system and promote technological innovations to improve customer satisfaction;
. target a leap in the Group's development by proactively developing new generation traveler

service system and product lines to meet the development needs of the industry;

. capitalise on the opportunities in the PRC’s fast-growing distribution market of travel products and
the increasing demands for air safety information, and take efforts to foster new sources of
business growth;

. tap on international route to elaborate its competitive advantages, and seek 1o build strategic
alliances with top international players to pave way for further development;

. further enhance corporate governance, strengthen reforms in personnel, labour and allocation
systems, establish market-oriented human resources mechanism to inspire staff’s creativity and
improve core competitiveness; and

. strive to foster new corporate culture with innovation, and synergy to improve mobility to address
market changes.

Mr. Ma Tiesheng resigned from his office as Chairman of the Company in August 2004 due to work-
related reasons. Since then | have been the Chairman and Mr. Zhu Xiaoxing was appointed as the
General Manager and joined the Board of Directors. On behalf of the Board of Directors, | would like to
express our heartfelt thanks to Mr. Ma Tiesheng for his outstanding leadership and valuable contribution
during his office. | believe, at the same time, that with the efforts of our directors and senjor
management members as a whole, we are poised to maintain the dominant position as a leading
information technology provider in the PRC air and travel market, and bring our shareholders desirable
returns throughout our sustainable development.

Here | would take this opportunity to express my gratitude to all of our staff members for their
faithfulness and efforts, and my deepest thanks to our shareholders, investors, directors, supervisors
and our customers for their continuous trust and support.

Zhu Yong
Chairman

March 19, 2006

TravelSkv Technoloevy Limited 7 Annual Renort 2004
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Thanks to the continuous rapid growth of the PRC economy, the expanded foreign trade and the vibrant
international investment, increasingly frequent domestic and foreign business trips and recreational
travels, the civil aviation industry of the PRC experienced a booming year in 2004, The passenger volume
of China’s civil aviation industry exceeded 100 million for the first time, stepping into a new stage. As the
dominant supplier of information technology services in the PRC aviation and travel industry, the
Company’s ETD system processed approximately 132.2 million bookings on domestic and overseas
commercial airlines in 2004, an increase of approximately 36.6% over 2003, of which bookings on
Chinese commercial airlines increased by approximately 37.4% while that on foreign and regional airlines
increased by approximately 18.6%. Passenger departures processed by APP system increased by
approximately 42.5% to approximately 102.3 million over 2003 and accounted for approximately 80.3%
of the total passenger departures from domestic airports.

The Group's AIT service and other extended information technology services are designed to reinforce
the competitiveness and profitability of commercial airlines. Rooted for years in China’s air travel and
tourism industry, the Group continues to keep abreast of the technology development in the industry
and demand for development in China's aviation market to perfect its AlT service and other extended
information technology services. In 2004, by their continuous use of the Group’s AT service, domestic
and overseas commercial airlines witnessed streamlined business operation workflows, enriched sales
channels and mode, diversified aspects of customer services, and enhanced operating quality of core
business. For instance, the principle commercial airlines in the PRC have fully adopted our self-
developed AirTIS and EasyFare to release and manage their aviation freights. The Company’s e-ticket
technology solution for commercial airlines has also been widely applied in Air China, giving rise to a
sales mode characterized by more channels and means. In December 2004, sales of e-tickets of Air
China through the e-tickets system of the Company accounted for more than 10% of its total sales of
tickets. To achieve the target of e-ticket sales accounting for 50% of the total ticket sales in the PRC air
and travel industry by 2007, the Company has developed a BSP e-ticket technology solution and Hainan
Airlines was the first to adopt this technology solution. Meanwhile, the Company spared no effort in
development of commercial airline substantial resource management products such as flight route
optimization and flight information sharing products. Upon completion of the APP system for 129
domestic operating airports, there were 12 more airports operating on the new generation of APP front
system. In addition to 17 regional and coverseas airlines with direct links to the Company's ETD system,
13 overseas commercizal airlines including Air France and Lufthansa have also decided to link with the
Company's APP system.

Foliowing the rollcut a series of data products and services based on its initial data service system in
2003, in 2004, the Company advanced diversification of data application and product line keeping a
closer eye on the demands of commercial airlines, and successfully supported the operation of core
business system of commercial airlines such as air mileage data bank, income management, etc.. To
sustain code sharing and aviation alliance among commercial airlines, the Company put more efforts in
system function improvement and product development, thus achieving real-time information exchange
of alliance systems. The Company's e-commerce solutions have facilitated, to a certain extent, the
development of e-business of Chinese commercial airlines. The Company's self-developed Airport
Ground Operation Management System (AGOMS) has been widely introduced into base airports of Air
China, Hainan Airlines and Shenzhen Airlines and effectively improved their ground handling efficiency.

TravelSky Technology Limited / Annual Report 2004




BusiNEss REVIEW

Focusing on traveler service, the Company's new generation traveler service system is devised to
flexibly support the business service in each step of the travel value chain, so as to emulate the
development trend of air travel and tourism industry and support the competition and operational service
for commercial airlines. During the vear, leveraging the international advanced technology, the Company
independently developed part of the intermediary and front products based on the WINDOWS
technology, thereby realizing the partial externalization of the existing care systems, laying a solid
foundation for the smooth transition of core systems to the open platform.

DISTRIBUTION INFORMATION TECHNOLOGY SERVICE

Relying on travel agencies and travel service distributors for distribution, the Group has been aiming at
developing information technology sclutions to meet the demand of travel agencies and travel service
distributors and providing them with widened distribution scope, more flexible distribution networks and
customized services. As such, based on the previous years' effort, the Company took effort in
improvement of existing E-Term products and development of the internet-based agency portal system
in 2004. The Company also boosted its PC platform renovation, resulting in the overall usage rate of PC
platform of over 70% by the end of 2004. Furthermore, the Group carried out Travelnet scheme to cut
down the operating expenses for travel agencies and travel service distributors. The Group's sales
products and applications including management instruments, BACK-office products and data service
have been widely used by travel agencies and travel service distributors in market analysis, customer
management and operation. The Group has also established closer strategic partnership with a number
of the largest travel agencies in the PRC including China Travel Services Hong Kong Ltd. and China
International Trave!l Service, elaborating on its fortitude in information technology services in the China's
air travel and tourism industry and facilitating Chinese tourism enterprises’ participation in international
competition.

Another vital target of the Company is to develop solutions to maintain distribution networks. In 2004, in
addition to continuous improvement of such existing e-business products as IBE, e-payment, online
schedule and short message processing, the Company continued to advance website ASP and website
hosting services. The Company’s preliminarily established "one-stop” distribution information technology
solution has been successfully applied in Shanghai Dongmei Aviation Tourism Co., Ltd. to assist its
online distribution business.

The Company has established 30 wholly-owned or joint-venture local distribution centers all over China,

forming the backbone of the Company'’s distribution system. The Company relies on these distribution
centers to provide travel agencies and travel service distributors with information technology services.

TravelSky Technology Limited / Annual Report 2004




TRAVEL PRODUCT DISTRIBUTION SERVICE

In 2004, the arrivals and departures processed in China exceeded 100 million and 38 million respectively,
making China the fourth largest travel destination and passenger source in the world. Aiming to provide
more choices of product and service for travelers and new business opportunities for travel agencies and
travel service distributors during such an opportune time for the rapid development of China tourism
industry, the Group capitalized on its resources, technologies and market service system through years.
The Group is dedicating itself in development of travel product distribution service including hotel
reservation, sales of "hotel plus ticket” product, car renting and sales of air-travel personal injury
insurance. Currently, the number of domestic and overseas hotels and car-rental agencies accessible
through the Company's travel distribution system exceed 63,000 and 24,000 respectively. During the
year, e-policies sold through the Company’s sales management system of air-travel personal injury
insurance exceeded 16.2 million.

INFORMATION TECHNOLOGY INTEGRATION SERVICE

In 2004, in addition to the efforts in strengthening AIT and distribution information technology services,
the Group actively extended its presence in various fields to develop information technolgoy integration
business, such as construction, operation, maintenance and management of information technology
infrastructure, by providing more personalized data service, technology support and business
consultancy. The Group's self-developed information technology integrated products including security
information system, airport automatic broadcasting system and luggage confirmation system have been
initially used.

Since the outbreak of “911" attack in the USA, anti-terrorism has become a key concern in the
international civil aviation industry. To seize the opportunity in China aviation information safety business,
the Company is constructing information monitoring and management security systems for air travelers
and cargos.

INFRASTRUCTURE

The Group's infrastructure serves the Group's overall development strategy. The objectives of the
Company's infrastructure are to ensure safety, satisfy the needs of business development, adjust
system structure and optimize resource allocation by taking full use of technologies, business and
management, so as to improve operating reliability and interference resisting ability with lower operating
expenses.

In 2004, in order to ensure safe operation of infrastructure, the Company commenced operation of real-
time data backup system and improved the same-city-different-location backup structure. Also, a second
communication route supplier was introduced with further diversified safety measures. In order to
strengthen the performance of infrastructure, on the other hand, the Company adopted new technology
and tools to adjust the mix of applied systems, optimize processing procedures of core modules,
broaden communications channels between each applied system, thereby achieving an optimized
network hierarchy. Meanwhile, through message transfer, centralized management of open platforms
and commercial negotiations, the Company managed to minimize its operating expenses of
infrastructure. In 2004, the utilization rates of the Company's ICS, CRS and APP mainframe computer
and network systems have exceeded approximately 99.9%, with desirable operating performance of its
core network and accessing network.

TravelSky Technology Limited / Annual Report 2004
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FinancIAL ReEVIEwW

MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following discussicn and analysis should be read in conjunction with the financial information of the
Group contained the financial statements (together with the notes thereto) reproduced in this annual
report. The financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS"). The selected historical results as discussed herein do not represent a prediction of
the future business operations of the Group.

OVERVIEW

For the year ended December 31, 2004 (*Year 2004 "), profit before taxation of the Group was
RMB493.6 million, representing an increase of 83.4 per cent. over that in the year ended December 31,
2003 ("Year 2003"). Earnings before interests, tax, depreciation and amortization (EBITDA) reached
RMB628.8 million, representing an increase of 62.5 per cent. over that in Year 2003. Net profit was
RMB449.2 million, an increase of 85.2 per cent. over the previous year. The increase in the profitability
of the Group was mainly due to the increase in revenue from the Company’s AlT service.

The basic and diluted earnings per share of the Group in Year 2004 was RMBQ0.51.

TOTAL REVENUE

The total revenue of the Group amounted to RMB1,282.9 million, representing an increase of RMB389.3
million, or 43.6 per cent., from RMBB933.6 million in Year 2003. Such increass was mainly due to the
rapid growth in AlT service business in Year 2004 following the considerable fall in the Company’s
business as a result of the spread of SARS in Year 2003. The increase in total revenue is reflected as

follows:

. AlT service revenue represented 80.0 per cent. of the total revenue of the Group in Year 2004 as
compared to 74 per cent. in Year 2003. AIT service revenue increased by 54.5 per cent. to
RNMB1,025.7 million in Year 2004 from RMB663.9 million in Year 2003, which resulted primarily
from the increase in ETD business.

. Data network and other revenue represented 20.0 per cent. of the Group's total revenue in Year
2004 as compared to 26 per cent. in Year 2003. Data network and other revenue increased by
11.9 per cent. to RMB257.1 million in Year 2004 from RMB223.7 million in Year 2003. The increase
in data network and other revenue resulted from the increase in data network revenue, travel
product distribution revenue and IT integrated service revenue in response to active business
expansion of local distribution centers.

TraveiSky Technology Limited / Annual Report 2004




NET REVENUE

Net revenue increased by 44.0 per cent. to RMB1,240.6 million in Year 2004 from RMB861.6 million in
Year 2003.

OPERATING EXPENSES

Operating expenses for Year 2004 amounted to RMB787.4 million, representing an increase of
RMB150.1 million, or 23.6 per cent., from RMB637.3 million in Year 2003. The increase is mainly
attributable to the continuous improvement in the Group's research and marketing strategies which
thereby expanded its efforts in the research and development of new products and new technology, and
partly because of the Group's continuous efforts in expanding its market as well as in strengthening its
support for localization of customers. The increase in operating expenses also reflected the following:

. network usage fees increased by 20.2 per cent., mainly derived from the expanded business
volume;
. personal expenses decreased by 9.4 per cent., primarily attributable to the Company's effective

initiatives to control personal expenses;

. commission and promoting expenses increased by 108.9 per cent., mainly due to the increased
commission expense for APP supported by the Company as a result of its fast-growing APP
business volume;

. though there were increases in revenue, other operating cost of the Group increased by 42.8 per
cent., mainly attributable to the increase in related cost arising from the continuous efforts of the
Company and its loca! distribution centers to expand their market as well as in strengthening
support for customers localization.

As a result of the above changes in net revenue and operating expenses, the operating profit of the

Group increased by RMB228.8 million, or 102.0 per cent., to RMB453.1 million in Year 2004 from
RMB224.3 million in Year 2003.

MINORITY INTEREST

Minority interest increased by 52.4 per cent. to RMB10.2 million in Year 2004 from RMB6.7 million in
Year 2003. Such an increase was mainly attributable to the improved profitability of subsidiary
companies.

TravelSky Technology Limited / Annual Report 2004
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FiNnanciaL REVIEW

NET PROFIT

As a result of the above factors, the net profit of the Group increased by RMB206.7 million or 85.2 per
cent. to RMB449.2 million in Year 2004 from RMB242.5 million in Year 2003.

RESERVES AVAILABLE FOR DISTRIBUTION

After the appropriation of the statutory reserve fund, the statutory public welfare fund and the
discretionary surplus reserve fund from the net profit as reflected in the statutory financial statements
prepared under PRC GAAP, the reserve available for distribution as at December 31, 2004, as stated in
Note 27 to the financial statements, amounted to RMB477.5 million, which is the lesser of the amounts
as determined according to PRC GAAP and IFRS.

DISTRIBUTION OF DIVIDEND

The Board of Directors (“the Board”) recommends the payment of a final dividend of RMBO.2 per share
for Year 2004, totaling RMB177.6 million. After the appropriation of the dividend, the reserves available
for distribution became RMB299.9 million.

NET CASH FLOWS AND LIQUIDITY
The following table summarizes the cash flows of the Group for the years presented:

Year ended December 31
2004 2003
(RMB in million) (RMB in million)

Net cash inflows from operating activities 575.5 551.6
Net cash used in investing activities (244.7) (272.4)
Net cash provided by financing activities (128.9) (137.6)
Net increase in cash and cash equivalents 201.9 1415

The Group’s working capital for Year 2004 mainly came from operating activities. Net cash inflow for
operating activities amounted 10 RMB575.5 million.

In Year 2004, the Group had no short-term or long-term bank loans, and the Group did not use any
financial instruments for hedging purposes.

As at December 31, 2004, cash and cash equivalents of the Group amounted to RMB2,236.8 million, of

which 88.1 per cent., 10.7 per cent. and 1.1 per cent. were denominated in Renminbi, US dollars and
Hong Kong dollars, respectively.

TravelSky Technology Limited / Annual Report 2004




LONG-TERM INVESTMENT

As at December 31, 2004, the Group held RMB100 million treasury bonds with an interest rate of 3%
per annum. The maturity date of the treasury bonds is in December 2008.

CHARGE ON ASSETS

As at December 31, 2004, the Group had no charges on its assets.

CAPITAL EXPENDITURE

The capital expenditure of the Group amounted to RMB105.2 million in Year 2004, representing a
reduction of RMB305.7 million as compared to that of RMB410.9 million in Year 2003.

The capital expenditure of the Group in Year 2004 consisted principally of purchase of hardware,
software and software for equipment in accordance with the Group's business strategies.

The Board estimates that the Group's planned capital expenditure for year 2005 will amount to
approximately RMB411.0 million, which is mainly for development and gradual implementation of the
new-generation traveler service system and other new businesses.

The sources of funding for the capital expenditure commitments will include net proceeds from the
initial public offering of the Group and internal cash flow generated from operations.

The Board estimates that the sources of funding of the Group in year 2005 will be sufficient for its
capital expenditure commitments, daily operations and other purposes.

EXCHANGE RISKS

The Group is exposed to foreign exchange risks related to its capital expenditure as a substantial portion
of its capital expenditure involves payments for the purchase of imported equipment which are
denominated in U.S. dollars. Under the current foreign exchange system in the PRC, the Group is not
able to hedge effectively against currency risks except for the cash and cash equivalents that are
denominated in foreign currency.

GEARING RATIO

As at December 31, 2004, the gearing ratio of the Group was 13.7 per cent. (2003: 14.8 per cent.),
which was computed by dividing the total amount of liabilities and minority interests by the total assets
of the Group as at December 31, 2004.

TravelSky Technology Limited / Annual Report 2004
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FINaNCIAL REVIEW

CONTINGENT LIABILITIES

As at December 31, 2004, the Group had no material contingent liabilities.

EMPLOYEES

As at December 31, 2004, the total number of employees of the Group was 1,825. Personnel expenses
amounted to RMB133.8 million for the year ended December 31, 2004, representing 17.0 per cent. of
the total operating cost of the Group for Year 2004.

The remuneration of the employees of the Group includes salaries, bonuses and other fringe benefits.
The Group has different rates of remuneration for different employees to be determined based on their
performance, experience, position and other factors in compliance with the relevant PRC laws and
regulations.

In Year 2004, the Group continued to provide its employees with opportunities to acquire skills in relation
to the air travel industry, computer technologies and business administration and provide training on the
latest development in areas such as computer technologies, perscnal development, laws, regulations
and economics.

BASIC MEDICAL INSURANCE REGULATION

On February 20, 2001, the People's Government of the Municipzlity of Beijing in the PRC promulgated
the “Basic Medical Insurance Regulation for the Municipality of Beijing” (the "Regulation”). Given the
fact that relevant regulations concerning employees’ medical insurance must be applied according to the
policies applicable to the place in which a company is located, the head office of the Company in Beijing
implemented the Regulation from September 1, 2002 onwards. For Year 2004, the Company incurred a
total amount of RI\/IBB,O75',469 {a total amount of RMB1,177,300 was incurred in Year 2003) pursuant to
the Regulation. The Board believes that by implementing the Regulation, the financial position of the
Company has not been materially affected.

TravelSky Technology Limited / Annual Report 2004




CORPORATE (GOVERNANCE REPORT

The Board of Directors (the "Board"), Supervisory Committee and Senior Management of the Company
are committed to implementing effective corporate governance policies to ensure that all decisions are
made in good faith and in accordance with the principles of transparency, fairness and integrity. With
necessary and effective counterbalance, the Company continues to improve its corporate governance
structure, so as to strengthen corporate monitoring and management to meet the expectation of its
shareholders and related persons. In compliance with its Articles of Association, the Company has
regulated its internal operations and provided information of the Company to market participants and
regulatory authorities on timely, accurate, complete and true bases, aiming to enhance its corporate
value.

THE BOARD

The second Board of the Company comprises 15 Directors (refer to the section headed “Corporate
Information” for the list of members of Directors), of which 4 are Executive Directors and 11 are Non-
executive Directors (including 3 Independent Non-executive Directors). The terms of Directors will expire
on December 4, 2006. The biographies of Directors are set out on pages 78 to 82. Each of the Directors
has extensive experience in aviation, information technology or finance. The appointment of Independent
Directors of the Company is in compliance with the requirements as set out in Rules 3.10{1}) and 3.10(2)
of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules”).

Each Director of the Company has fulfilled their duties in a conscientious, diligent and honest manner. In
2004, the Board convened three sessions and two meetings in written with average attendance of
approximately 100 per cent.. At the Board meeting in August 2004, Mr. Ma Tiesheng was approved to
resign from his office as Chairman due to work-related reasons, and Mr. Zhu Yong was unanimously
elected as Chairman. Meanwhile, Mr. Zhu Yong was approved to resign from his position as General
Manager of the Company, and Mr. Zhu Xiaoxing was appointed as the General Manager of the Company.
Thereafter, at the Extraordinary General Meeting, Mr. Ma Tiesheng was approved to resign from his
otfice as Director of the Company and Mr. Zhu Xiaoxing was elected as Director of the Company.

The three Independent Non-executive Directors of the Company, including Mr. Wu Jiapei, Mr. Chow
Kwok Wah, James and Mr. Li Kwok Ming, Don, are in compliance with the independence requirement
under the Listing Rules. They reconfirmed their respective independence in 2004. The three Independent
Non-executive Directors consistently performed their duties in active and prudent manner. Based on the
overall interests of the Company, the Independent Non-executive Directors, with their valuable
professional experience, have provided guidance for the operation and management of the Company.
Moreover, being the members of the Audit Committee and the Remuneration Committee of the
Company, they have performed their duties in auditing connected transactions of the Company,
supervising financial reporting procedures and reviewing internal control.
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CoRPORATE GOVERNANCE REPORT

In Year 2004, the Directors fully complied with Appendix 10 of “Model Code for Securities Transactions
by Directors of Listed Companies” of the Listing Rules.

In March 2004, in addition to the existing Audit Committee, the Strategic Committee and Remuneration
Committee (refer to the section headed “Corporate Information” for the list of members) were
established under the Board and work rules for respective committee were formulated.

STRATEGIC COMMITTEE

The Strategic Committee of the Company was established in March 2004 and comprises six members,
including Directors Cao Jianxiong, Zhu Yong, Wang Quanhua, Zhang Xueren, Rong Gang and Ding
Weiping. Director Cao Jianxiong was appointed as the chief member (Chairman}. In 2004, the Strategic
Committee, accountable to the Board, held two meetings to consider the strategic development and
investment projects of the Company. The average attendance of the Strategic Committee was maore than
86 per cent..

REMUNERATION COMMITTEE

The Remuneration Committee was established in March 2004 and comprises five members, 3 of which
are Independent Non-executive Directors, namely Mr. Chow Kwok Wah, James, Mr. Wu Jiapei and Mr. Li
Kwok Ming, Don and 2 of which are Non-executive Directors, namely Mr. Wang Quanhuza and Mr. Yang
Yatie. Mr. Chow Kwok, Wah, James, Non-executive Director, was elected as the chief member
(Chairman). Following its establishment, the Remuneration Committee has been drafting detailed
working plans under its working rules, and will review the remuneration system along with the reforms
in personnel, labor and allocation systems of the Company.

AUDIT COMMITTEE

The existing Audit Committee of the Company was established on December 5, 2003 and comprises 3
Independent Non-executive Directors, namely Mr. Wu Jiapei, Mr. Chow Kwok Wah, James and Mr. Li
Kwok Ming, Don. In March 2004, Mr. Wu Jiapei was appointed as the chief member (Chairman) of Audit
Committee.

In 2004, the Audit Committee convened two meetings, with an attendance of 100 per cent. for both
meetings. At the meetings, the Audit Committee considered the reports from the management of the
Company and the auditors, reviewed the completeness, accuracy, and fairness of the financial
statements of the Company, and reviewed issues such as internal control and financial reporting
procedures. The Audit Committee was accountable to the Board.
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SUPERVISORY COMMITTEE

The Supervisory Committee was established in accordance with the PRC laws. Pursuant to the Articles
of Association, the Supervisory Committee is responsible for reviewing the financial position of the
Company and determining whether the operation and management decisions of the Board and senior
management are in accordance with the relevant provisions of laws and regulations. The second
Supervisory Committee of the Company was elected at the Extraordinary General Meeting held on
December 5, 2003, with a term expiring on December 4, 2006. It comprises 8 supervisors (including 1
independent supervisor) with Ms. Li Xiaocjun as Chairperson and Ms. Du Hongying as Vice Chairperson.
The biographies of Supervisors are set out on pages 82 to 34.

In Year 2004, the second Supervisory Committee convened three meetings with an attendance of 100
per cent., at which decision-making procedures of the Directors and senior management of the
Company were examined and the Supervisory Committee discharged its legal duties on a fair basis.

All supervisors of the Company fully complied with Appendix 10 of “Model Code for Securities
Transactions by Directors of Listed Companies” of the Listing Rules.

RELATIONSHIP WITH SHAREHOLDERS

Each Director fully understands that he is accountable to shareholders for the operations of the Group
and therefore pays much attention to effective communication between the Board and the Company's
shareholders. Shareholders’ general meetings are the key channel of communication among Directors,
Supervisors, senior management and shareholders. All Directors, Supervisors and senior management
of the Company fully understand that they are obliged to attend the shareholders’ general meetings,
during which shareholders can raise questions regarding the operations and financial position of the
Group. In Year 2004 the Company convened an Annual General Meeting and an Extraordinary General
Meeting. The shareholdings held by shareholders who attended those rheetings represented 99 per
cent. of all issued shares of the Company in both meetings.
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INFORMATION DISCLOSURE

The Company has strictly complied with the requirements under the “Listing Rules” on disclosure of
information, and has promptly and fairly disclosed to its shareholders and relevant parties all information
relating to the Company which is discloseable to shareholders under the Listing Rules.

In 2004, the management of the Company had been closely keeping in touch with securities analysts
and investors by teleconferences, international roadshows, interviews with investors and attending
meetings held by investment banks. Meanwhile, the Company is committed to providing its latest news
to shareholders through the Investor Relations section on its website {www.travelsky.net}, where
announcements, interim and annual reports with detailed financial information and results of the
Company are set out.

COMPLIANCE WITH THE CODE OF BEST PRACTICE OF THE LISTING RULES

In Year 2004, the Company fully complied with the Code of Best Practice as set out in Appendix 14 to
the Listing Rules which was in force prior to 1 January 2005.
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REPORT OF DIRECTORS

The Board of Directors (the “Board”} of the Company is pleased to present its report together with the
audited financial statements of the Group for the year ended December 31, 2004.

GROUP ACTIVITIES

The Group is the dominant provider of information technology solutions for China's air travel and tourism
industries. The core businesses of the Group include aviation information technology service, distribution
information technology service, etc..

An analysis of the Group's financial performance is set out under the section “Financial Review”.
No analysis of the Group’s revenues and contribution to operating profit by geographical areas is

presented as revenues and results of the Group during Year 2004 were principally derived from the
operations of the Group in the PRC.

SHARE CAPITAL STRUCTURE

The issued share capital of the Company as at December 31, 2004 amounted to 888,157,500 shares,
with a par value of RMB1.00 each. As at December 31, 2004, the share capital structure of the Company
was as follows:

| 7 7 7 S mf’ergentége to

the total number of :

Number of shares in issue as at ‘
shares as December 31, 2004

| Shares at December 31, 2004 {per cent.)
Domestic Shares 577,303,500 65.00
H Shares 310,854,000 35.00
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SUBSTANTIAL SHAREHOLDERS

As at December 31, 2004, in accordance with the register maintained under Section 336 of the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFQ"), the foliowing
substantial shareholders held an interest of 5 per cent. or more in their respective class of share capital
of the Company:

Percenféaé
of respective Percentage
class of of total
Name of Number of share capital  share capital
sharehoider Class shares held {per cent.) {per cent.)
Templeton Asset
Management Limited (1) H shares 34,289,000 11.03 3.9
Matthews International
Capital Management, LLC(2) H shares 25,327,000 8.15 2.9
J.P.Morgan Chase & Co. (3) H shares 24,914,700 8.01 2.8
PLATINUM ASSET
MANAGEMENT LIMITED (4) H shares 18,837,000 6.06 2.1
China TravelSky Domestic
Holding Company shares 198,496,500 34.4 22.3
China Southern Air Domestic
Holding Company (5) shares 116,460,500 20.2 132
China Eastern Air Domestic
Holding Company (6) shares 109,414,500 19.0 12.3
China National Aviation Domestic
Holding Company (7) shares 89,433,500 15.5 10.1
*Note:
(1) As at December 31, 2004, according to the Corporate Substantial Shareholder Notice from Templeton Asset

Management Limited, the Company understands that Templeton Asset Management Limited held
approximately 11.03 per cent. of the H shares of the Company, representing approximately 3.9 per cent. of
the Company's total issued share capital;

(2} As at December 31, 2004, according to the Corporate Substantial Shareholder Notice from Matthews
International Capital Management, LLC, the Company understands that Matthews International Capital
Management, LLC held approximately 8.15 per cent. of the H shares of the Company, representing
approximately 2.9 per cent. of the Company's total issued share capital;

(3) As at December 31, 2004, according to the Corporate Substantial Shareholder Notice from J.P.Morgan Chase

& Co., the Company understands that J.P.Morgan Chase & Co. held approximately 8.01 per cent. of the H
shares of the Company, representing approximately 2.8 per cent. of the Company’s total issued share capital,
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(4) As at December 31, 2004, according to the Corporate Substantial Shareholder Notice from PLATINUM
ASSET MANAGEMENT LIMITED, the Company understands that PLATINUM ASSET MANAGEMENT
LIMITED held approximately 6.06 per cent. of the H shares of the Company, representing approximately 2.1
per cent. of the Company's total issued share capital.

(5) As at December 31, 2004, China Southern Air Holding Company directly held approximately 9.4 per cent. of
the total issued share capital of the Company and also owned, among other things: (i) 100 per cent. interest
in China Northern Airlines Co.; and (ii) 100 per cent. interest in Xinjiang Airlines Co.. Since China Northern
Airlines Co. and Xinjiang Airlines Co. held approximately 2.8 per cent. and 1.0 per cent. interest respectively in
the Company, China Southern Air Holding Company effectively controlied an aggregate interest of
approximately 13.2 per cent. in the total issued share capital of the Company;

6) As at December 31, 2004, China Eastern Air Holding Company held approximately 7.7 per cent. of the total
issued share capital of the Company and also owned, among other things: (i) 100 per cent. interest in China
Eastern Xibei Airlines; and (i) 100 per cent. interest in China Eastern Yunnan Airlines. Since China Northwest
Airlines Co. and Yunnan Airlines Co. held approximately 2.6 per cent. and 2.0 per cent. interest respectively in
the Company, China Eastern Air Holding Company effectively controlled an aggregate interest of
approximately 12.3 per cent. in the total issued share capital of the Company; and

(7) As at December 31, 2004, China National Aviation Holding Company owned, among other things: (i) 100 per
cent. interest in Air China; and (i) 100 per cent. interest in China National Aviation Corporation. Since Air
China and China National Aviation Corporation held approximately 9.4 per cent. and 0.7 per cent. interest
respectively in the Company, China National Aviation Holding Company effectively controlled an aggregate
interest of approximately 10.1 per cent. the total issued share capital of the Company.

Save as disclosed herein, in accordance with the register maintained under Section 336 of the SFO,
there were no other shareholders holding an interest of 5 per cent. or more in their respective class of
share capital of the Company as at December 31, 2004.

PUBLIC FLOAT

As at the date of this report, the Company has maintained the prescribed public float under the Listing
Rules, based on the information that is publicly available to the Compzany and within the knowledge of
the Directors.

INTERESTS OF DIRECTORS AND SUPERVISORS IN THE SHARE CAPITAL
OF THE COMPANY

As at December 31, 2004, none of the Directors, Supervisors or chief executives had any interest or
short position in any shares, underlying shares in and debentures of the Company or any of its
associated corporations that is required to be notified to the Company and the Stock Exchange in
accordance with Section 7 and Section 8 of Part XV of SFQO, or any interest required to be recorded and
kept in the register of the Company pursuant to Section 352 of SFO, or any interest required to be
notified to the Company and the Stock Exchange pursuant to the Model Code for Securities Transactions
by Directors of Listed Companies.

During Year 2004, no right was granted by the Company to its Directors, Supervisors or their respective
spouses or children below the age of 18 to subscribe for its equity or debt securities.
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SERVICE CONTRACTS OF DIRECTORS AND SUPERVISORS

Each existing member of the Board and Supervisory Committee of the Company has entered into a
service agreement with the Company. All existing Directors and Supervisors will serve a term up to
December 4, 2006. Directors and Supervisors may serve consecutive terms of three years each if re-
elected at general meetings.

INTERESTS OF DIRECTORS AND SUPERVISORS IN CONTRACTS

Certain existing members of the Board and Supervisory Committee are also members of management
of various Chinese commercial airlines which are shareholders of the Company. The contracts or
transactions entered into between the Company or any of its subsidiaries and such airline shareholders
have been referred to in the section “Connected Transactions” of this Report of Directors. Except as
disclosed in that section, none of the Directors or Supervisors of the Company had a material interest in
any contract of significance to which the Company or any of its subsidiaries was a party during Year
2004,

REMUNERATION OF DIRECTORS AND SUPERVISORS

Details of the remuneration of Directors and Supervisors are set out in Note 6 to the financial
statements.

INTEREST CAPITALIZED

No interest was capitalized for the Group for the year ended December 31, 2004.

FIXED ASSETS

Movements in fixed assets of the Group during the year ended December 31, 2004 are summarized in
Note 12 to the financial statements.

RESERVES

Details of movements in reserves of the Group for the year ended December 31, 2004 are set out in the
consolidated statement of changes in shareholders’ equity.

DIVIDENDS

The Board recommends the payment of a final dividend of RMBO0.2 per share for the year ended
December 31, 2004.
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STATUTORY PUBLIC WELFARE FUND

Details in relation to the statutory public welfare fund, such as the nature and application of the fund,
and the basis of its calculation, are set out in Note 27 to the financial statements. Details of movements
of the fund are set out in the consolidated statement of changes in shareholders’ equity as part of the
statutory reserves.

EMPLOYEES’ RETIREMENT SCHEME

Details of the employees’ retirement scheme of the Group are set out in Note 7 to the financial
statements.

MAJOR SUPPLIERS AND CUSTOMERS

Société Internationale de Télécommunications Aeronautiques S.C. ("SITA S.C.”) was the largest supplier
to the Group for the year ended December 31, 2004 and the total network usage fees paid to SITA S.C.
in Year 2004 accounted for 8.1 per cent. of the Group's total operating expenses (excluding depreciation
and amortization expenses) for that year. During Year 2004, the total amount paid to the five largest
suppliers of the Group accounted for 21.0 per cent. of the Group's total operating expenses (excluding
depreciation and amortization expenses).

Sales 1o the largest customer of the Group, China Southern Air Holding Company, accounted for 14.5 per
cent. of the Group's total revenues for the year ended December 31, 2004. During Year 2004, total sales
to the Group's five largest customers accounted for 56.3 per cent. of the Group's total revenues. Three
of these top five customers, China Southern Air Holding Company, China Eastern Air Holding Company,
and China National Aviation Holding Company, are among the principal shareholders of the Company,
holding an aggregate of approximately 35.6 per cent. of the issued share capital of the Company as at
December 31, 2004. The aggregate revenue derived from the above major customers is set out in Note
32 to the financial statements.

Save as disclosed above and in Note 32 to the financial statements, none of the Directors, Supervisors
and their associates nor any shareholder (which to the knowledge of the Directors hold more than 5 per

cent. of the Company's share capital) had any interest in any of the aforementioned suppliers and
customers.

SUBSIDIARIES AND ASSOCIATED COMPANIES

Particulars of the Company's subsidiaries and associated companies as at December 31, 2004 are set
out in Note 1 to the financial statements.
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USE OF PROCEEDS FROM ISSUANCE OF H SHARES

The H shares of the Company were listed on the Stock Exchange on February 7, 2001, and the net
proceeds from the issuance of H shares amounted to approximately HK$1,186.0 million. For the year
ended December 31, 2004, such amount has been used in the same manner as set out in the
prospectus of the Company dated January 29, 2001. In particular:

. approximately RMB744.6 million (HK$699.9 million) was used to finance part of the funding
requirements of the aviation information technology service;

. approximately RMBB6.2 million (HK$5.8 million) was used to finance the expansion of other new
businesses of the Company;

. approximately RMB122.1 million (HK$114.8 million) was used for daily operating activities; and
. the balance of the net proceeds is currently deposited with banks.
The Boarc believes that the Company currently has sufficient capital for its operations, including future

expansion of its businesses in the PRC and potential strategic acquisition or investments which the
Company may decide to pursue in the future.

CONNECTED TRANSACTIONS

Ongoing Connected Transactions

During Year 2004, the Group continued to carry out the following transactions, which constitute
connected transactions as defined in the Listing Rules, and are required to be disclosed in accordance
with Chapter 14A of the Listing Rules:

(a) Provision of Services and Technological Support by the Group to the Company’s Promoters

In Year 2004, the Group continued to provide all the promoters/shareholders of the Company
{other than CTHC} with services and technological support, including aviation information
technology service and its related business services. Details and financial information relating to
the provision of such services by‘the Group during Year 2004, which are of material nature, are
set out in Note 32 to the financial statements.

(b) Lease of Properties by the Company from CTHC
The Company continued to lease two properties from CTHC in Year 2004. Details and financial

information relating to such leases during Year 2004 are set out in Note 32 to the financial
statements.
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(c)

(d)

(e)

Transaction between SITA INC. and InfoSky

For Year 2004, total payments made by InfoSky to SITA INC. amounted to approximately
US$599,180 (2003: US$337,034).

During Year 2004, SITA INC. provided InfoSky with air cargo information management services in
return for payment based on usage at the agreed charges. As Sociéte Internationale de
Telecommunications Aeronautiques Greater China Holdings Limited (*SITAGCH"} is a substantial
shareholder of infoSky and SITA INC. is an indirect holding company of SITAGCH, SITAINC. isa
connected person of the Company.

Network Usage Fees Paid by the Company to SITA S.C.

During Year 2004, the Company continued to engage SITA S.C. in providing data network services
to the Company. The data network usage fees were determined based on the rates agreed
between SITA S.C. and the Company.

Since both SITA INC. and SITA S.C. are owned and managed by almost the same group of
shareholders, SITA S.C. is an associate of SITAGCH, and SITA S.C. is therefore considered as a
connected person of the Company.

For Year 2004, the network usage fees payable by the Company to SITA S.C. amounted to
approximately RMB45,480,450 (2003: RMB33,236,600).

Transactions berween the Company and the Service Companies

The service companies are the companies established between the Company and Chinese
commercial airlines and airports for distributing the products of the Company and providing better
service to customers in different regions. The service companies pay fees to the Company for
using mainframe resources, link with the Company's data network, terminal equipment and
connection and installation of and printers at the rates prescribed by the CAAC.

The service companies also provide front end technical supports for airport passenger processing
system,and are entitled to sharing the profit generated from airport passenger processing system

(APP system) with the Company.

For Year 2004, the Company’s fees received from and paid to the service companies aggregated
to approximately RMB26,009,427.

In the opinion of the independent non-executive directors of the Company, such connected
transactions:
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(i) were entered into by the Group in the ordinary and usual course of its business;

(iiy were conducted either

(a) on normal commercial terms {which expression shall be applied by reference to
transactions of a similar nature and to be made by similar entities); or

(b) {(where there is no available comparison) on terms that are fair and reasonable so
far as the independent shareholders of the Company are concerned; and

(i) were entered into either

(a) in accordance with the terms of the agreements governing such transactions; or

(b) (where there are no such agreements) on terms no less favorable than those
available to or from independent third parties; and

(iv) if they fall within any of the following categories, did not exceed the upper limits set out
below for the financial year ended December 31, 2004

Categories of transactions V'C_éb Amount’
Leasing and using properties RMB40.00 million
Transaction between InfoSky and SITA INC. US$5.00 million
Transaction between the Company and

Its subsidiaries and associated companies RMB84.00 million
Transaction between the Company and SITA RMB72.00 million

In relation to such connected transactions, the Company has received a letter from the auditors stating
that such connected transactions:

(a) have received the approval of the Board;

(b} were entered into in accordance with the pricing policies as stated in the notes to the financial
statements of the Company;

(c) were entered into in accordance with the terms of the respective agreements and documents
governing those transactions; and

(d) the aggregate amounts of the transactions have not exceeded the upper limits (referred to in (iv)
above).
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OTHER CONNECTED TRANSACTIONS

On November 3 and December 30, 2004, the Company entered into Electronic Tickets Information
System Technology Development Agreement and Civil Aviation Information System Technology
Development Agreement respectively with Asia Technology Development Center (Asia Technology "),
pursuant to which the Company engaged Asia Technology to provide technology development services.
As Asia Technology is an associate of CTHC, the substantial shareholder of the Company, the said
technology development agreements constitute connected transactions under the Listing Rules. The
total consideration payable by the Company under the two agreements is RMB15,076,800. Since each of
the applicable ratios referred to in Rule 14A32(1) of the Listing Rules in relation to such transactions is
less than 2.5 per cent., approval from the Company’s independent shareholders was not required. The
Company issued an announcement on December 31, 2004 to set out the terms of such transactions.

TRUST DEPOSITS AND IRRECOVERABLE OVERDUE TIME DEPOSITS

As at December 31, 2004, the Group did not have any trust deposits or irrecoverable overdue time
deposits. All of the Group’s cash deposits are placed with commercial banks and are in compliance with
applicable laws and regulations.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

For the year ended December 31, 2004, the Group did not purchase, sell or redeem any of the
Company's securities.

AUDIT COMMITTEE AND COMPLIANCE WITH CODE OF BEST
PRACTICE '

The Audit Committee of the Company has discussed and reviewed with the Company’s management
the financial information contained in the annual report and has also discussed certain other matters
including internal control and financial reporting procedures of the Company. The Board is of the opinion
that the Company has complied with the requirements of the Code of Best Practice as set out in
Appendix 14 to the Listing Rules during Year 2004.

PROPOSED AMENDMENTS TO THE ARTICLES OF ASSOCIATION
Amendments to the Articles of Association of the Company will be proposed at the Annual General
Meeting of the Company to be held on Tuesday, May 10, 2005 to reflect changes in shareholdings of

promoters. Details of the Proposed Amendments are set out in the Notice of Annual General Meeting
contained in the Annual Report.
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PRE-EMPTIVE RIGHTS

There is no provision regarding pre-emptive rights under the Articles of Association of the Company or
under PRC laws.

MATERIAL LITIGATION

The Group was not involved in any material litigation or dispute in Year 2004.

AUDITORS

During the period from the date of incorporation of the Company and up to December 31, 2001, Arthur
Andersen & Co in Hong Kong and Arthur Andersen ¢ Hua Qiang in the PRC were the Company's
international and PRC auditors, respectively.

PricewaterhouseCoopers (Certified Public Accountants in Hong Kong) and PricewaterhouseCoopers
Zhong Tian CPAs Ltd. Co. (Certified Public Accountants in the PRC) are respectively the Company's
international and PRC auditors for Year 2002, Year 2003 and Year 2004. A resolution to appoint
PricewaterhouseCoopers as the Company's international auditors and PricewaterhouseCoopers Zhong
Tian CPAs Ltd. Co. as the PRC auditors, respectively, for the year ending December 31, 2005 will be
proposed at the Annual General Meeting of the Company to be held on Tuesday, May 10, 20085.

By order of the Board
Zhu Yong
Chairman

March 19, 2005
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REPORT OF THE SUPERVISORY COMMITTEE

Dear Shareholders,

During the year ended December 31, 2004, members of the second Supervisory Committee of the
Company (the "Supervisory Committee”) have diligently performed their duties, in their effective offices
respectively, in ensuring that the Company has observed and complied with the Listing Rules, the
Company Law of the PRC, the Articles of Association of the Company and other relevant legislations and
regulations to protect the interests of the Company and its shareholders.

The second Supervisory Committee convened three meetings during Year 2004 to monitor corporate
governance of the Company. The Supervisory Committee also reviewed the Company's annual financial
statements for 20083 and interim financial statements for 2004, and attended meetings of the Board of
Directors (the “Board") to effectively monitor the policies and decisions made by the Board as to
whether they are in compliance with the Listing Rules, the relevant legislative and regulatory
requirements of the People's Republic of China, the Articles of Association of the Company, and the
interests of the Company and shareholders, and offered proper suggestions to the Board. All members
of the Supervisory Committee agreed unanimously to elect Du Hongying as the Vice Chairperson of the
Supervisary Committee in April 2004,

The second Supervisory Committee has carefully reviewed the Company's financial statements for 2004
audited by PricewaterhouseCoopers prepared in accordance with International Financial Reporting
Standards and considers that the financial statements give a true and fair view of the financial position
and results of operations of the Company and they comply with the regulations applicable to the
Company.

The Supervisory Committee confirms that the Company has not been involved in any material litigation
or proceedings or arbitration, and there is no litigation or claim of material importance pending or
threatened by or against the Company.

The Supervisory Committee is satisfied that the Board and senior management of the Company are
committed to act honestly and to perform their duties diligently, so as to protect the best interests of
the Company and shareholders for Year 2004. The Supervisory Committee confirms that the report of
the Board for the year ended December 31, 2004 reflected the actual operational circumstances of the
Company. In the opinion of the Supervisory Committee, the Company has achieved satisfactory results
during the year and the Supervisory Committee has confidence in the Company's future prospects and
development.

By Order of the Supervisory Committee
Li Xiaojun
Chairperson of the Supervisory Committee

March 19, 2005




REPORT OF INTERNATIONAL AUDITORS

PRICEAATERHOUSE( OOPERS
ﬁ 75: Ek?](lﬁ@ﬁ" g"‘ﬁ $3‘5§P)’r PricewaterhouseCoopers

22nd Floor Prince’s Building
Central Hong Kong
Telephone (852) 2289 8888
Facsimile (852) 2810 9888

REPORT OF INTERNATIONAL AUDITORS
TO THE SHAREHOLDERS OF TRAVELSKY TECHNOLOGY LIMITED
(Established in the People’s Republic of China with limited liability)

We have audited the accompanying balance sheet of TravelSky Technology Limited (the “Company”) and
consolidated bafance sheet of the Company and its subsidiaries (hereinafter collectively referred to as the “Group”)
as of December 31, 2004 and the related consolidated income statement and statement of cash flows of the
Group for the year then ended. These financial statements set out on pages 31 to 71 are the responsibility of the
Company's management. It is our responsibility to form an independent opinion, based on our audit, on these
financial statements and to report our opinion solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for the content of this report.

We conducted our audit in accordance with International Standards on Auditing. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion the financial statements give a true and fair view of the financial position of the Company and the
Group as of December 31, 2004 and of the results operations of the Group and its cash flows for the year then
ended in accordance with International Financial Reporting Standards and comply with the disclosure requirements
of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants
Hong Kong

March 19, 2005



CONSOLIDATED INCOME STATEMENT

For the Year ended December 31, 2004

(Amounts expressed in thousands of Renminbi (“RMB”), except per share data)

2004

2003

Note

Revenues:

Aviation information technology service 1,025,725 663,932

Data network and Others 257,125 229,686
Total revenues 4 1,282,850 893,618
Business taxes and other surcharges (42,277) {32,005)
Net revenues 1,240,573 861,613
Operating expenses:

Depreciation and amortisation (166,741) {149,166)

Network usage (70,671) (58,792)

Personnel (133,829) (147,783)

Operating lease rentals (49,406) (42,870)

Technical support and maintenance fees (40,456) (44,650)

Commission and promotion expenses (155,702) (74,537)

Other operating expenses (170,624) {119,492)
Total operating expenses (787,429) (637,290)
Operating profit 453,144 224,323
Financial income, net 37,558 34,569
Share of resulits of associated companies 10,934 11,445
Other expenses, net (2,038} 2,008
Profit before taxation and minority interests 5 499,598 272,345
Taxation 9 (40,188) {(23,092)
Income before minority interests 459,410 249,253
Minority interests (10,229} 6,712)
Net profit 449,181 242,541
Earnings per share, basic and diluted (RMB) 10 0.51 0.27
Weighted average number of

shares outstanding (thousand) 10 888,158 888,158

The accompanying notes are an integral part of these financial statements.
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CONSOLIDATED BALANCE SHEET

As at December 31, 2004

(Amounts expressed in thousands of Renminbi)

2004

2003
ASSETS
Non-current assets
Property, plant and equipment, net 12 475,118 545,354
Intangible assets, net 13 15,177 11,083
Investments in associated companies 15 42,424 36,327
Other long-term investment 16 100,000 100,000
Other long-term assets 17 16,142 4,901
648,861 697,675
Current assets
Inventories 18 4,098 2,635
Accounts receivable, net 19 38,170 . 18,352
Due from associated companies — 65
Due from related parties, net 32(3) 112,811 83,619
Prepayments and other current assets 20 82,979 32,005
Short-term investments 1,749 1,920
Short-term bank deposits 21 625,378 505,000
Cash and cash equivalents 22 2,236,843 2,034,962
3,102,028 2,678,548
Total assets 3,750,889 3,376,223
EQUITY AND LIABILITIES
Capital and Reserves
Paid in capital 25 888,158 888,158
Reserves 26 1,719,540 1,584,817
Retained earnings 27 628,929 405,063
3,236,627 2,878,038
Minority interests 49,456 40,305
Current liabilities
Accounts payable and accrued liabilities 23 404,477 366,061
Due to related parties 27,048 64,922
Taxes payable 24 30,138 24,846
Deferred revenue 3,143 2,051
464,806 457,880
Total equity and liabilities 3,750,889 3,376,223
Net current assets 2,637,222 2,220,668
Total assets less current liabilities 3,286,083 2,918,343
Approved by the Board of Directors on March 19, 2005.
Zhu Yong Zhu Xiaoxing
Chairman Director

The accompanying notes are an integral part of these financial statements.




BALANCE SHEET
' As at December 31, 2004

(Amounts expressed in thousands of Renminbi)

Note 2004 2003

ASSETS
Non-current assets
Property, plant and equipment, net 12 441,275 512,637
Intangible assets, net 13 13,570 8,816
Investments in subsidiaries 14 86,151 64,264
Investments in associated companies 15 42,424 36,327
Other long-term investment 16 100,000 100,000
Other long-term assets 17 13,807 1,356
697,227 723,400
Current assets
Inventories 18 221 511
Accounts receivable, net 19 10,041 4,318
Due from subsidiaries 57,102 69,108
Due frocm associated companies - 65
Due from related parties 32 105,333 69,498
Prepayments and other current assets 20 76,255 27,618
Short-term bank deposits 21 579,155 495,000
Cash and cash equivalents 22 2,133,725 1,905,577
2,961,832 2,571,695
Total assets 3,659,059 3,295,095
EQUITY AND LIABILITIES
Capital and Reserves
Paid in capital 25 888,158 888,158
Reserves 26 1,716,955 1,583,293
Retained earnings 27 616,358 398,242
3,221,471 2,869,693
Current liabilities
Accounts payable and accrued liabilities 23 393,990 351,982
Due to subsidiaries - 773
Due to related parties 15,767 52,099
Taxes payable 24 27,831 20,548
437,588 425,402
Total equity and liabilities 3,659,059 3,295,095
Net current assets 2,524,244 2,146,293
Total assets less current liabilities 3,221,471 2,869,693

The accompanying notes are an integral part of these financial statements.
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CONSOLIDATED STATEMENT OF CASH FLoOWS

For the Year ended December 31, 2004

(Amounts expressed in thousands of Renminbi)

Note 2004 2003

Cash flows from operating activities
Cash generated from operations 28 621,123 570,912
Long term rental deposit (12,903) —
Enterprise income tax paid (32,737) (19,344)
Net cash provided by operating activities 575,483 551,568
Cash flows from investing activities
Purchases of property, plant, equipment
and intangible assets (147,732} (307,134}
Decrease/(Increase) in short-term bank deposits (120,378) 34,492
Interest income 17,846 3,000
Dividends received from associated companies 4,837 2,615
Proceeds from disposal of property, plant and equipment 972 1,691
Investment to related party - (6,150)
Increase in other long-term assets (234) (845)
Net cash used in investing activities (244,689) (272,431)
Cash flows from financing activities
Dividend paid to group shareholders {128,903) (137,125)
Disbursement for other financing activities - (482)
Net cash used in financing activities (128,903} (137,607)
Net increase in cash and cash equivalents 201,891 141,530
Cash and cash equivalents, beginning of year 2,034,952 1,893,422
Cash and cash equivalents, end of year 22 2,236,843 2,034,952

The accomparnying notes are an integral part of these financial statements.
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CONSOLIDATED STATEMENT OF {HANGES IN SHAREHOLDERS’ EQUITY

For the Year ended December 31, 2004

(Amounts expressed in thousands of Renminbi)

Retained

Paid in

Note capital Reserves earnings Total |
Balance as at January 1, 2003 888,158 1,453,674 464,19 2,806,023
Profit for the year — — 242,541 242,541
Dividend for 2002 — — (170,526) (170,526}
Transfer to reserves 26,27 — 131,143 (131,143) —
Balance as at December 31, 2003 888,158 1,584,817 405,063 2,878,038
Balance as at January 1, 2004 888,158 1,584,817 405,063 2,878,038
Profit for the year — — 449,181 449,181
Dividend for 2003 ' 1 — — (90,592} (90,592)
Transfer to reserves 26,27 — 134,723 (134,723) —
Balance as at December 31, 2004 888,158 1,719,540 628,929 3,236,627

The accompanying notes are an integral part of these financial statements.
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NoT1ES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi (“RMB”) unless otherwise stated)

1. COMPANY ORGANISATION AND PRINCIPAL ACTIVITIES

TravelSky Technology Limited (the “Company”) was incorporated in the People’s Republic of China (the
“PRC”) on October 18, 2000 to engage in the provision of aviation information technology service and
related services in the PRC.

The Company was listed on The Stock Exchange of Hong Kong Limited on February 7, 2001.

As at December 31, 2004, the Company had direct or indirect interests in the following subsidiaries and
associated companies. All of these subsidiaries and associated companies are limited liability companies
incorporated in the PRC except for TravelSky Technology (Hong Kong) Limited, which is a limited liability
company incorporated in Hong Kong.

Issued
Percentage and fully paid
Date of of equity capital
Name incorporation interest held RMB Principal activities
Direct Indirect
Subsidiaries
Hainan Civil Aviation March 2, 1994 64.78% — 6,615,000 Pravision of electronic
Cares Co,, Ltd. trave! distribution and
{"Hainan Cares”) cargo management
services; and sale and
installation of the
related information
systems
Cares Shenzhen Co., Ltd. April 14,1995 61.47% — 7,000,000 Provision of electronic
{"Shenzhen Cares”) travel distribution and

cargo management
services; and sale and
installation of the
related information
systems
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1. COMPANY ORGANISATION AND PRINCIPAL ACTIVITIES (conrinued)

Name

Date of
incorporation

Percentage
of equity
interest held

Direct Indirect

Issued

and fully paid
capital

RMB

Principal activities

Cares Hubei Co., Ltd.
{"Hubei Cares")

Cares Chongging
Information Technology
Co., Ltd.

("Chongging Cares")

Aviation Cares of Yunnan
information Co., Ltd.
{"Yunnan Cares”)

InfoSky Technology Co.,
Ltd. ("InfoSky")

TravelSky Technology
(Hong Kong) Limited

July 25, 1997

December 1,
1998

June 15, 2000

September 20,
2000

December 13,
2000

50% 12.5%

51% -

51% —

51%

I

100% —

5,000,000

9,800,000

2,000,000

20,695,000

3,162,067

Provision of electronic
travel distribution,
airport passenger
processing and cargo
management services;
and sale and
installation of the
related information
systems

Provision of electronic
travel distribution,
airport passenger
processing and cargo
management services;
and sale and
installation of the
related information
systems

Computer hardware
and software
development and data
network services

Provision of cargo
management services
and related software and
technology development;
and provision of technical
support, training and
consulting services

Commercial services

TravelSky Technology Limited / Annual Report 2004
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NoTES T THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi (“RMB”) unless otherwise stated)

1. COMPANY ORGANISATION AND PRINCIPAL ACTIVITIES (continued)

lssued
Percentage and fully paid
Date of of equity capital
Name incorporation interest held RMB Principal activities
Direct Indirect
Civil Aviation Cares of September 14, 51% — 4,000,000 Computer hardware
Xiamen Ltd. 2001 and software
("Xiamen Cares”) development and data
netwark services
Civil Aviation Cares of January 11, 51% — 2,000,000 Computer hardware
Qingdao Ltd. 2002 and software
{"Qingdao Cares") development and data
netwark services
Civil Aviation Cares July 9, 2002 51% — 2,000,000 Computer hardware
of Xi'an Ltd. and software
("Xi'an Cares”) development and data
netwark services
Civil Aviation Cares August 16, 51% — 3,000,000 Computer hardware
Technology of Xinjiang Ltd. 2002 and software
{"Xinjiang Cares”) development and data

network services

During the year, Xiamen Cares had capitalized RMB 2,000,000 of its retained earnings to share capital.
As a result, its share capital has increased from RMB 2,000,000 to RMB 4,000,000.

The Company and its subsidiaries are hereinafter collectively referred to as the “Group”.
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COMPANY ORGANISATION AND PRINCIPAL ACTIVITIES (continued)

Issued
Percentage and fully paid
Date of of equity capital
Name incorporation interest held RMB Principal activities
Direct Indirect

Associated Companies

Shanghai Civil Aviation East May 21, 1999 41% — 10,000,000 Computer hardware and
China Cares System software development and
Integration Co., Ltd. data netwark services
(“Huadong Cares”)

Shenyang Civil Aviation November 2, 46% — 2,600,000 Computer hardware and
Cares of Northeast China, 1999 software development and
Ltd. {"Dongbei Cares”) data network services

Aviation Cares of November 28, 44% — 2,000,000 Computer hardware and
Southwest Chengdu, 1999 software development and
Ltd. {"Xinan Cares”) data network services

Yunnan TravelSky Airport April 1, 2003 40% - 6,000,000 Computer hardware and
Technology Limited software development and

technical consulting
sefvice

Heilongjiang TravelSky April 30, 2003 50% — 6,000,000 Computer hardware and
Airport Technology Limited software development and

tachnical consulting
service

Shanghai Dongmei Aviation September 30, 50% — 1,500,000 Sales of computers
Tourism Online Co., Ltd 2003 and related parts and

provision of network,
technical services
and economic
consulting service
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NoOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi ( "RMB"') unless otherwise stated)

BASIS OF PRESENTATION

The consolidated financial statements have been prepared in accordance with International Financizal
Reporting Standards (“IFRS"). The consclidated financial statements have been prepared under the
historical cost convention.

The preparation of financial statements in conformity with generally accepted accounting principles requires
the use of estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Although these estimates are based on
management'’s best knowledge of current event and actions, actual results ultimately may differ from
those estimates.

PRINCIPAL ACCOUNTING POLICIES

The principal accounting policies adopted in preparing the financial statements of the Company and its
subsidiaries are as follows:

(a) Basis of consolidation

The consolidated financial statements of the Group include the accounts of the Company and the
companies that it controls. This control is normally evidenced when the Group owns, either directly
or indirectly, more than 50% of the voting rights of a company’s share capital and is able to govern
the financial and operating policies of an enterprise so as to benefit from its activities. The equity
and net income attributable to minority shareholders are shown separately in the balance sheet
and income statement, respectively.

The purchase method of accounting is used for acquired businesses. Companies acquired or
disposed of during the year are included in the consolidated financial statements from the date of
acquisition or to the date of disposal.

Investments in associated companies (generally investments of between 20% to 50% in a
company's equity), where significant influence is exercised by the Company, are accounted for
using the equity method. An assessment of investments in associated companies is performed
when there is an indication that the assets have been impaired or the impairment losses recognised
in prior years no longer exist.

When the Group's share of losses exceeds the carrying amount of the investment, the investment
is reported at nil value and recognition of losses is discontinued except to the extent of the
Group’s commitment.
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3.

PRINCIPAL ACCOUNTING POLICIES (consinued)

(a)

(b)

(©)

(d)

Basis of consolidation (continued)

Intercompany balances and transactions, including intercompany profits and unrealised profits
and losses are eliminated. Unrealised gains arising from transactions with associated companies
are eliminated to the extent of the Group’s interest in the associated companies, against the
investment in the associated companies. Unrealised losses are eliminated similarly but only to
the extent that there is no evidence of impairment of the asset transferred.

Consolidated financial statements are prepared using uniform accounting policies for like
transactions and other events in similar circumstances.

Associated companies

Associated companies are entities in which the Group holds between 20% and 50% of the voting
rights, or over which the Group has significant influence, but which it does not control and are
accounted for using the equity method. Such equity interests are carried in the balance sheet at
amounts that reflect its share of the net assets of the associated companies and include goodwill
on acquisition. Equity accounting involves recognising in the consolidated income statement the
Group's share of the profit or loss for the year of the associated companies.

Investments in associated companies are accounted for using the equity method in the Company'’s
balance sheet.

Measurement currency

Based on the economic substance of the underlying events and circumstances relevant to the
Company and its PRC subsidiaries, the measurement currency of the Company and its PRC
subsidiaries has been determined to be RMB, and the measurement currency of TravelSky
Technology (Hong Kong) Limited has been determined to be Hong Kong dollars. In preparing the
consolidated financial statements, financial statements of TravelSky Technology {Hong Kong) Limited
are translated based on the policies as described in Note (d) below.

Foreign currencies

Transactions denominated in currencies other than RMB are translated into RMB at the exchange
rates prevailing at the dates of the transactions. Monetary assets and liabilities denominated in
other currencies are translated into RMB at exchange rates prevailing at the balance sheet date.
Non-monetary assets and liabilities in other currencies are translated at historical rates. Exchange
gains or losses arising from changes in exchange rates subseguent to the transaction dates are
included in the determination of net profit.

The Group did not enter into any hedge contracts during any of the periods presented.

Trrrrinf S Tanhhwwnlacs T tvsacdacd £ Aeee. . . I T LANnAg

A7




A

NoTESs TO THE CONSOGLIDATED FINANCIAL STATEMENTS

(Amounis expressed in Renminbi (“RMB™') unless otherwise stated)

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(d)

(e)

Foreign currencies (continued)

Where the operations of a foreign company are integral to the operations of the Company, the
translation principles are applied as if the transactions of the foreign operation had been those of
the Company. At each balance sheet date, foreign currency monetary items are translated using
the closing rate, non-monetary items, which are carried at historical cost, are translated using the
historical rate as of the date of acquisition and non-monetary items which are carried at fair value
are translated using the exchange rate that existed when the values were determined. Income
and expense items are translated at the exchange rates in place on the dates of the transacticons.
Resulting exchange differences are recognised in the income statement during the year.

The foreign consolidated subsidiary is regarded as foreign entity if it is financially, economically
and organisationally autonomous. Its reporting currency is the respective local currency. Financial
statements of a foreign consolidated subsidiary are translated at year-end exchange rates with
respect to the balance sheet, and at exchange rates at the dates of the transactions with respect
to the income statement. All resulting translation differences are included in a translation reserve
in equity.

Any goodwill or fair value adjustments to the carrying amounts of assets and liabilities arising on
the acquisition of a foreign entity are recorded using the exchange rate at the effective date of the
transaction. Exchange differences arising on a monetary item that, in substance, forms part of the
Company's net investment in a foreign entity are classified as eqguity in the consoclidated financial
statements until the disposal of the net investment. Exchange differences on transactions which
hedge the Company's net investment in a foreign entity are taken directly to the translation reserve
in equity.

On the disposal of a foreign entity, the cumulative amount of exchange differences that relate to
the foreign entity is recognised as income or as expenses in the same period in which the gain or
loss on disposal is recognised.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and accumulated
impairment loss. The cost of an asset comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and location for its intended use. Expenditures
incurred after the property, plant and equipment have been put into operation, such as repairs and
maintenance and overhaul costs, are normally charged to expense in the year in which they are
incurred. When the expenditure results in increase in the future economic benefits expected to
be obtained from the use of the asset, the expenditure is capitalised.
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3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(e)

)

(g)

Property, plant and equipment (continued)

Depreciation of property, plant and equipment is provided using the straight-line method over
their estimated useful lives, after taking into consideration their estimated residual value. The
estimated useful lives of property, plant and equipment are as follows:

Buildings 20 years
Computer systems and software 3-11 years
Motor vehicles 6 years
Furniture, fixtures and other equipment 5-9 years

When assets are sold or retired, their costs and accumulated depreciation are eliminated from
the accounts and any gain or loss resulting from their disposals is included in the determination of
net profit.

Assets under construction represent buildings under construction and computer systems and
equipment pending installation, and are stated at cost. Costs include construction and acquisition
costs, and interest charges arising from borrowings used to finance the assets during the period
of construction or installation and testing. No provision for depreciation is made on assets under
construction until such time as the relevant assets are completed and ready for use.

Intangible assets

Intangible assets mainly represent purchased software.

Cost of acquisition of the new software is capitalised and treated as an intangible asset if these
costs are not an integral part of the related hardware. Software is amortised on a straight line
basis over 2-3 years.

Costs incurred in order to restore or maintain the future economic benefits that an enterprise can
expect from the originally assessed standard of performance of existing software systems are
recognised as an expense when the restoration or maintenance work is carried out.

Research and development costs

Expenditures for research and development are charged against income in the period incurred
except for software development costs which comply strictly with the following criteria:

. the software is clearly defined and costs are separately identified and measured reliably;

. the technical feasibility of the software is demonstrated;

TravelSky Technoloovy Limited /7 Annual Renort 2004
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NoOTES T THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi (“RMB” ) unless otherwise stated)

3.

PRINCIPAL ACCOUNTING POLICIES (conrinued)

(&

(h)

Research and development costs (continued)

. the software will be sold or used in-house;
. a potential market for the software or its usefulness for internal use is demonstrated; and
. adequate technical, financial and other resources required for completion of the software

development are available.

Capitalised development costs are amortised on a straight-line basis over their expected useful
lives. The period of amortisation does not normally exceed 5 years. During the year ended December
31, 2004, no development costs were capitalised as they did not meet all the conditions listed
above (2003: nil).

The recoverable amount of development costs is estimated whenever there is an indication that
the asset has been impaired or that the impairment losses recognised in previous years no longer
exist.

Impairment of assets
Financial instruments are reviewed for impairment at each balance sheet date.

For financial assets carried at amortised cost, whenever it is probable that the company will not
collect all amounts due according to the contractual terms of loans, receivables or held-to-maturity
investments, an impairment or bad debt loss is recognised in the income statement. Reversal of
impairment losses previously recognised is recorded when the decrease in impairment loss can
be objectively quantified and related to an event occurring after the write-down. Such reversal is
recorded in income. However, the increased carrying amount is only recognised to the extent it
does not exceed what amortised cost would have been had the impairment not been recognised.

For available-for-sale financial assets, the cumulative gain or loss previously recognised in equity
is included in net profit or loss for the period when there is objective evidence that the asset is
impaired. The recoverable amount of a debt instrument remeasured to fair value is the present
value of expected future cash flows discounted at the current market interest rates for a similar
financial asset. A reversal of an impairment loss is recorded when the decrease in the impairment
loss can be objectively related to an event occurring after the write down. Such reversal is recorded
in income.
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3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(h)

@

Impairment of assets (continued)

Property, plant and equipment, intangible assets, investment in subsidiaries and associated
companies are reviewed for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Whenever the carrying amount of an
asset exceeds its recoverable amount, an impairment loss is recognised in income for items of
property, plant and equipment, intangible assets, investment in subsidiaries and associated
companies carried at cost. The recoverable amount is the higher of an asset’s net selling price and
value in use. The net selling price is the amount obtainable from the sale of an assetin an arm’s
length transaction while value in use is the present value of estimated future cash flows expected
to arise from the continuing use of an asset and from its disposal at the end of its useful life.
Recoverable amounts are estimated for individual assets or, if it is not possible, for the cash-
generating unit to which the asset belongs.

Reversal of impairment losses recognised in prior years is recorded when there is an indication
that the impairment losses recognised for the asset no longer exist or have decreased. The reversal
is recorded in income. However, the increased carrying amount of an asset due 1o a reversal of an
impairment loss is recognised to the extent it does not exceed the carrying amount that would
have been determined (net of amortisation or depreciation) had no impairment loss been recognised
for that asset in prior years.

Investments

The Group classified its investments into the following categories: held-to-maturity, trading and
available-for-sale. Investments with fixed or determinable payments and fixed maturity that the
Company has the positive intent and ability to hold to maturity other than loans and receivables
originated by the Company are classified as held-to-maturity investments. Investments acquired
principally for the purpose of generating a profit from short-term fluctuations in price are classified
as trading. All other investments, other than loans and receivables originated by the company, are
classitied as available-for-sale.

Held-to-maturity investments are included in non-current assets unless they mature within 12
months of the balance sheet date. Investments held for trading are included in current assets.
Available-for-sale investments are classified as current assets if management intends to realise
them within 12 months of the balance sheet date.

All purchases and sales of investments are recognised on the trade date, which is the date that
the Group commits to purchase or sell the asset.

Investments are initially measured at cost, which is the fair value of the consideration given for
them, including transaction costs.

Available-for-sale and trading investments are subsequently carried at fair value without any
deduction for transaction costs by reference to their quoted market price at the balance sheet
date.
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NoTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

{Amounts expressed in Renminbi (“RMB") unless otherwise stated)

3.

PRINCIPAL ACCOUNTING POLICIES (continued)

@

@

(k)

o

R, e T

Investments (continued)

Gains or losses on measurement to fair value of available-for-sale investments are recognised
directly in the fair value reserve in shareholders’ equity, until the investment is sold or otherwise
disposed off, or until it is determined to be impaired, at which time the cumulative gain or loss
previously recognised in equity is included in net profit or loss for the period.

Changes in the fair values of trading investments are included in financial expense.

Held-to-maturity investments are carried at amortised cost using the effective interest rate method.

Financial instruments

Financial assets and financial liabilities carried on the balance sheet mainly include cash and cash
equivalents, short-term bank deposits, accounts receivable, advance to suppliers, due from
associated companies and related parties, treasury bonds, other long-term assets, accounts payable
and due to related parties. The accounting policies on recognition and measurement of these
items are disclosed in the respective accounting policies.

Financial instruments issued by the Group are classified as liabilities or equity in accordance with
the substance of the contractual arrangement. Interest, dividends, gains, and losses relating to a
financial instrument classified as a liability are reported as expense or income. Distributions to
holders of financial instruments classified as equity are charged directly to equity. Financial
instruments are offset when the Company and the Group have a legally enforceable right to offset
and intends to settle either on a net basis or to realise the asset and settle the liability simultaneously.

Operating leases

Leases where substantially all the rewards and risks of ownership of the assets remain with the
lessor are accounted for as operating leases. Rental payments under operating leases are charged
to expense based on the straight-line method over the period of the leases.

Inventories

Inventories, which principally comprise equipment for sale, spare parts and consumable items,
are carried at the lower of cost or net realisable value. Cost is determined based on the first-in,
first-out {“FIFO") method and comprises all costs of purchase and other costs incurred in bringing
the inventories to their present location and condition. Net rezlisable value is the estimated selling
price in the ordinary course of business less the estimated cost of compietion and the estimated
costs necessary to make the sale.
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3.

PRINCIPAL ACCOUNTING POLICIES (continued)

(m)

(m)

(0)

Accounts Receivable and provision for bad debts

Accounts receivable are initially recorded at actual amounts. Provisions for bad debts are made
based on the assessment of their collectibility and are provided for using the "allowance method”.
Based on the actual circumstances and experiences, specific provisions are set against balances
that have been assessed to be uncollectible. A general provision is then set against the remaining
balance based on the aging using the respective percentages as tabulated below:

! A;mg Provision for bad debts as a

percentage of accounts receivable

Between 7 months and 1 year 25%
Between 1 and 2 years 50%
Qver 2 years 100%

Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost,

Cash represents cash in hand and deposits with banks or other financial institutions which are
repayable on demand.

Cash equivalents represent short-term, highly liquid investments which are readily convertible
into known amounts of cash with original maturities of three months or less and that are subject
to an insignificant risk of change in value.

Taxation

Taxation of the Group except for TravelSky Technology (Hong Kong) Limited is provided based on
the tax laws and regulations applicable to PRC enterprises. The Group provides for PRC enterprise
income tax on the basis of its income for statutory financial reporting purposes, adjusted for

income and expense items that are not assessable or deductible for tax purposes.

Hong Kong profits tax of TravelSky Technology (Hong Kong) Limited is provided on the estimated
assessable profits arising in or derived from Hong Kong during the year.
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NorEes T0 THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi ("RMB”) unless otherwise stated)

3. PRINCIPAL ACCOUNTING POLICIES (continued)

(0) Taxation (continued)

Deferred taxation is provided in full, using the liability method, on temporary differences arising
between the tax base of an asset or liability and its carrying amount in the balance sheet. Currently
enacted tax rate are used in the determination of deferred taxation. The tax base of an asset or
liability is the amount attributed to that asset or liability for tax purposes. Deferred tax liabilities
are recognised for all taxable temporary differences. Deferred tax assets are recognised for all
deductible temporary differences to the extent that it is probable that taxable profits will be available
against which the deductible temporary differences can be utilised.

Other tax liabilities are provided in accordance with the regulations issued by the PRC government
authorities.

(p)  Retirement scheme

The fixed contributions for retirement benefits made under defined contribution schemes are
charged to expense in the year to which they relate.

(g9) Provisions

A provision is recognised when the Group has a present obligation (legal or constructive) as a
result of a past event and it is probable (i.e. more likely than not) that an outflow of resources
embodying economic benefits will be required to settle the obligation, and a reliable estimation
can be made for the amount of the obligation. Provisions are reviewed at each balance sheet date
and adjusted to reflect the current best estimation. Where the effect of the time value of money
is material, the amount of a provision is the present value of the expenditures expected to be
required to settle the obligation. When discounting is used, the increase in provision reflecting the
passage of time is recognised as interest expense.

(r) Revenue recognition
Revenue is recognised, net of sales discount, when it is probable that the economic benefits

associated with the transaction will flow to the Group and the revenue and costs incurred or to be
incurred in respect of the transaction can be measured reliably on the following basis:

. Revenue for aviation information technology service is recognised when the services are
rendered;

. Revenue for data network services is recognised as revenue when the services are
rendered;
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3.

PRINCIPAL ACCOUNTING POLICIES (conninued)

(r)

Revenue recognition (consinued)

. Sale of equipment is recognised when the significant risks and rewards of ownership of
the goods have been transferred to the buyer;

. Revenue for equipment installation project is recognised by reference to the stage of
completion when this can be measured reliably. The stage of completion is determined in
the proportion that contract costs incurred for work performed to date bear to the estimated
total contract costs. When the outcome of the transaction involving the rendering of services
cannot be estimated reliably, revenue is recogn‘ised only to the extent of expenses
recognised that are recoverable. In the period in which it is determined that a loss will
result from the performance of the contract, the entire amount of the estimated ultimate
loss is charged against income; and

. Interest income from depaosits in banks or other financial institutions is recognised on an
accrual basis.

REVENUES

Revenue primarily comprises the fees earned by the Group for the use of the Group's aviation information

technology service and related services.

These fees are primarily effected on terms determined by Civil Aviation Administration of China ("CAAC")

and other relevant PRC authorities. A substantial portion of these fees was generated from shareholders
of the Company.

1

Aviation information technology services comprise electronic travel distribution services, airport
passenger processing services and other extended information technology services related to
such businesses as provided by the Group,

Electronic travel distribution services are provided by the Group's Inventory Control System and
Computer Reservation System, which provide real-time flight seat control and flight reservation
information for the airlines and travel agencies.

Airport passenger processing services are provided by the Group’s Airport Passenger Processing
System, which provides check-in, boarding, baggage control, flight navigation and flight allocation
services for airlines and airports located in the PRC and in several foreign cities.

The Group charges airlines, airports and travel agencies for the use of the Group’s data network.

The Group also sells equipment related to the use of the Group’s systems 1o airlines, airports and
travel agencies.

TravelSky Technonlnoy Limited 7 Annunl Renort 2004
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi (“RMB" ) unless otherwise stated}

5. PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging (crediting) the fotlowing:

2004 2003
RMB'000 RMB’000

After charging:
Depreciation 156,633 141,904
Amortisation 8,212 - 7,262
Leasehold amortisation 1,896 —
Loss on disposal of property, plant and equipment 5,516 1,651
Operating lease rentals 49,406 42,870
Provision (write back) for doubtful debts {1,299) 2,377
Cost of equipment sold 12,727 13,561
Contributions to defined contribution pension scheme 5,758 3,320
Auditors’ remuneration 1,785 1,444
Contribution to housing fund 4,478 3,123
Research and development expenses 135,658 78,427

After crediting:
Interest income (37,710) (33,213}
Exchange gain 152 (1,839)

6. DIRECTORS’, SENIOR EXECUTIVES’ AND SUPERVISORS’ EMOLUMENTS

2004 2003
RMB’000 RMB'000
Fees for executive directors - —
Fees for non-executive directors 270 —
Fees for supervisors - —
Other emoluments for executive directors;
— basic salaries and allowances 272 231
— bonus 714 1,647
— retirement benefits 40 28
Other emoluments for non-executive directors - —
Other emoluments for supervisors 507 963
Total 1,803 2,869

No director had waived or agreed to waive any emoluments during the years.
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6.

DIRECTORS’, SENIOR EXECUTIVES’ AND SUPERVISORS” EMOLUMENTS

(continued)

Details of emoluments paid to the five highest-paid employees (mainly senior executives) are as follows:

2004 2003
RMB'000 RMB 000
Basic salaries and allowances 447 ’ 324
Bonus 1,210 1,678
Retirement benefits 66 40
1,723 2,042

Number of directors

Number of employees 2 2
5 5

The annual emoluments paid during the year ended December 31, 2004 to each of the directors {including
the five highest paid employees) fell within the band from RMB nil to RMB 1 miliion (2003: from RMB nil
to RMB 1 million).

During the year ended December 31, 2004, no emclument was paid to the five highest-paid individuals
{including directors and employees) as an inducement to join or upon joining the Company or as
compensation for loss of office (2003 nil).

RETIREMENT BENEFITS

All the full time employees of the Group are coverad by a state-sponsored pension scheme under which
the employees are entitled to an annual pension equal to their basic salaries at their retirement dates.
The PRC government is responsible for the pension liability to these retired employees. The Group was
required to make specified contributions to the state-sponsored pension scheme at the rate of 20% of
the employees' basic salaries for the year ended December 31, 2004 (2003: 19%). The contributions to
the pension scheme made by the Group for the year ended December 31, 2004 amounted to
RMBES,758,000 (2003: RMB 3,320,000). Under this scheme, the Group has no obligation for post-
retirement benefits beyond the annual contributions made.
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NoTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi (“RMB”) unless otherwise stated)

HOUSING FUND

All the full-time employees of the Group are entitled to participate in a state-sponsored housing fund. The
fund can be used by the Group for the construction of employee quarters, by the employees for housing
purchases, or may be withdrawn upon their retirement. The Group is required to make annual contributions
to a state-sponsored housing fund equivalent to a certain percentage of each employee's salary. The
contributions by the Group to the housing fund for the year ended December 31, 2004 amounted to
approximately RMB4,478,000 (2003: RMB 3,123,000).

The average number of employees in 2004 was 1,825 (2003: 1,418).

TAXATION
Income Tax
2004 2003
RMB’000 RMB’'000
PRC enterprise income tax - current 40,141 23,552
Hong Kong profits tax - current 47 {460)
40,188 23,092

Under PRC income tax law, the Company is subject to enterprise income tax ("EIT") at a rate of 33% on
the taxable income as reported in its statutory accounts which are prepared based on the accounting
principles and financial regulations applicable to PRC enterprises. The Company is registered as a new
technology enterprise in October 2000 in Zhongguancun Haidian Science Park and has been approved by
the Haidian State Tax Bureau {Document (2000) Haiguoshuiersuo No.19) to enjoy EIT preferential rate of
7.5% from January 1, 2003 to December 31, 2005.

The Company’s subsidiaries are entitled to different preferential tax rates, ranging from 0 to 33%. These
subsidiaries are located in special economic zones (Hainan Cares and Shenzhen Cares ) for which the
applicable tax rate is 15%, or designated as “New Technology Enterprise” (Chongging Cares) for which
the applicable tax rate is 15% or located in Western part of China (Xinjiang Cares) enjoying preferential
tax rate of 0%. In addition, these subsidiaries are entitled to certain reductions in tax rates in their initial
yvears of operations.




TAXATION (continued)

Income Tax (continued)

The reconciliation of EIT at the statutory rate of 33% applied to income before taxation for the years
ended December 31, 2004 and 2003, to the effective rate actually recorded in the consclidated income
statement, is as follows:

2004 2003
Statutory tax rate 33% 33%
Effect of preferential tax rates applicable to the Company (24)% (23)%
Effect of preferential tax rates applicable to certain subsidiaries (1}% (2)%
Effective income tax rate 8% 8%

There were no material temporary differences for which deferred taxation had not been provided for as
at the balance sheet dates.

The combined effect of the preferential tax rate applicable to the Company and certain subsidiaries is as
follows:

2004 2003
Aggregate amount (RMB’'000) 132,339 70,902
Per share effect (RMB) 0.15 0.08
Business Taxes
The Group is subject to business taxes on its service revenues:
Aviation information technology service and data network 3%
Training, technical support service, rental and others 5%
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NOTES To THE CONSOLIDATED FFINANCIAL STATEMENTS

(Amounis expressed in Renminbi ( “RMB" ) unless otherwise stated)

10.

11.

TAXATION (continued)

Value-Added Tax (*VAT”)

The Group's sales of equipment are subject to Value Added Tax (VAT). The Company and one of its
subsidiaries (InfoSky) are certified by the tax authorities as general tax payers, and other subsidiaries of
the Company are small-scale VAT tax payers. The applicable tax rate is 17% for general tax payers, and
49%-6% for small-scale VAT tax payers.

For general tax payers, input VAT from purchase of equipment for sale can be netted off against output
VAT from sales.

VAT payable or receivable is the net difference between periodic output and deductible input VAT,

EARNINGS PER SHARE

Earnings per share for the year ended December 31, 2004 and December 31, 2003 have been computed
by dividing the net profit of RMB449,181,000, and RMB 242,541,000, by the weighted average number
of 888,157,500 and 888,157,500 ordinary shares issued and outstanding for the years ended December
31, 2004 and 2003, respectively.

There were no potential dilutive ordinary shares outstanding during the years ended December 31, 2004
and 2003.

DIVIDENDS

The shareholders in the Annual General Meeting on April 28, 2004 approved the final dividend in respect
of 2003 of RMB 0.102 per share amounting to a total of RMB90,592,000. The amount was accounted for
in shareholders’ equity as an appropriation of retained earnings in the year ended December 31, 2004.

The Board of Directors proposed a final dividend of RMB0.200 per share for the year ended December
31, 2004, totaling approximately RMB177,631,500. The proposed dividend distribution is subject to
shareholders’ approval in their next general meeting and will be recorded in the Group’s financial statements
for the year ending December 31, 2005. After the appropriation of the dividend, the reserve available for
distribution as at December 31, 2004 was approximately RMB299,882,000 (2003: RMB202,137,000}.

2004 2003

Dividend proposed after year end
Proposed final dividend (RMB’000) 177,632 90,592
Dividend per share (RMB) 0.200 0.102




12. PROPERTY, PLANT AND EQUIPMENT, NET

At December 31, property, plant and equipment comprised:

The Group:
Computer ~ Fumitue,
systems fixtures and Assets
and Motor other under
Buildings software vehicles  equipment construction Total
RMB’000 RMB'000 AMB'000 RMB'000 AMB'000 ARMB000
Cost
As at January 1, 2003 15,091 863,954 20,449 14,221 8,923 922,638
Purchases 4,01 308,821 4,874 5,646 26,895 348,247
Transfer upon completion 29,903 — — - {29,903) -
Disposals — (44,056) {858) (229) — (45,143)
As at December 31,2003 49,005 1,126,719 ' 24,485 19,638 5815 1,225,742
Purchases 2,249 77,038 5,053 7,166 1,379 92,885
Transfer upon completion 4,084 — — - (4,094} —
Disposals — (25,853} {362) (651} {3,200} {30,066)
As at December 31,2004 55,348 1,177,904 29,156 26,153 — 1,288,561

Accumulated depreciation

As at January 1, 2003 {2,477) (565,452) (9,638) (4,439) - {582,008)
Charge for the year {1,333) (133,491) (2,904) (4,176) — {141,904)
Write-back on disposals - 42,657 731 134 — 43,522
As at December 31, 2003 (3,810} (656,286) {11,811) (8,481} - {680,388)
Charge for the year (3,028) (145,514} {2,817) (5,274) — (156,633)
Write-back on disposals - 22,691 312 575 — 23,578
As at December 31, 2004 (6,838) (779,109) (14,316} {13,180) — (813,443)

Net book value
As at December 31, 2003 45195 470,433 12,654 11,157 5,915 545,354

As at December 31, 2004 48,510 398,795 14,840 12,873 — 475,118
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NoTtES TC THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi ("RMB” ) unless otherwise stated)

12. PROPERTY, PLANT AND EQUIPMENT, NET (continued)

The Company:
Cbmputer - Furnituré,r

systems fixtures and Assets

and Motor other under
Buildings software vehicles  equipment construction Total
RMB'000 RMB'000 RMB'000 RMB000 RMB000 RMB'000

Cost

As ¢t January 1, 2003 2,284 841,793 12,196 10,636 1,440 868,349
Purchases 3,136 306,336 3,089 3,866 26,118 342,545
Transfer upon completion 24,678 - — - (24,678) —
Disposals - (42,180) {804) (148) - (43,130}
As &t December 31, 2003 30,098 1,105,949 14,481 14,356 2,880 1,167,764
Purchases — 74,947 3,796 4,802 320 83,865
Disposals - (16,170} (361) (274) (3,200} (20,005)
As &t December 31, 2004 30,098 1,164,726 17916 18,884 — 1,231,624

Accumulated depreciation

As at January 1, 2003 (118) (651,159) (6,410) (3,187) — (560,874)
Charge for the vear (384) (131,330) {1,745) (2,445) - (135,904)
Write-back on disposals — 40,851 679 121 - 41,651

As at December 31, 2003 {502) (641,638} (7476) (5,511) — (655,127)
Charge for the year (1,908) (143,507} {1,979) {3,690) — {151,084)
Write-back on disposals — 15,306 312 244 — 15,862

As at December 31, 2004 (2,410} (769,839} (9,143} {8,957) — (790,349}

Net book value
As at December 31, 2003 29,596 464,311 7,005 8,845 2,880 512,637

As at December 31, 2004 {27,688) 394,887 8,773 9,927 — 441,275
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13. INTANGIBLE ASSETS, NET

The Group The Company

2004 2003 2004 2003
RMB'000 RMB'000 RMB'000 RMB'000
Cost
As at January 1 28,788 19,531 24,882 16,701
Additions 12,296 9,257 12,156 8,181
As at December 31 41,084 28,788 37,038 24,882
Accumulated amortisation
As at January 1 (17,695} (10,433} » (16,066} (9,408)
Amortisation for the year (8,212) (7,262) (7,402) (6,658}
As at December 31 (25,907) (17,695) (23,468) (16,066)
Net book value as at
December 31 15,177 11,093 13,570 8,816

The intangible assets of the Group and the Company represent computer software acquired.

14. INVESTMENTS IN SUBSIDIARIES

The Group The Company
2004 2003 2004 2003
RMB’000 RMB000 RMB’000 RMB’'000
Share of net assets — — 86,151 64,264

A listing of the Group’s subsidiaries is shown in Note 1.

15. INVESTMENTS IN ASSOCIATED COMPANIES

The Group The Company
2004 2003 2004 2003
RMB'000 RMB'000 RMB’000 RMB'000
Share of net assets 42,424 36,327 42,424 36,327

A listing of the Group’s associated companies is shown in Note 1.
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NOTES T¢ THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi (“RMB” ) unless otherwise stated)

i6. OTHER LONG-TERM INVESTMENT

At December 31, the Company and the Group had the following held-to-maturity investment:

2004 2003
Interest rate and maturity RMB’000 RMB 000
Treasury bonds 3% per annum with maturity in December 2008 100,000 100,000

17. OTHER LONG-TERM ASSETS

At December 31, other long-term assets of the Company and the Group represented mainly long-term
rental depaosits.

18. INVENTORIES

The Group The Company

2004 2003 2004 2003

RMB 000 RMB000 RMB’000 RMB000

Eguipment for sale 3,951 2,587 221 405
Spare parts 1 83 — 80
Other 146 59 - 26
4,098 2,729 — 511

Less: Provision - (94) - —
Total 4,098 2,635 221 511

The provision at December 31, 2003 was made against the equipment for sales.

No inventories have been pledged as security for borrowings.

TenuelSly Torhinnalnov Fimirtod 7 Anrnienal Ronavt 2004



19. ACCOUNTS RECEIVABLE, NET

At December 31, accounts receivable comprised:

The Group The Company

2004 2003 2004 2003

RMB’000 RMB 000 RMB’000 RMB'000

Accounts receivable 40,307 21,820 19,409 15,163
Provision for doubtful debts {2,137) (3,468) (9,368) (10,845)
Accounts receivable 38,170 18,352 10,041 4,318

The credit period is normally within six months after the services are rendered.

The aging analysis of accounts receivable is as follows:

The Group The Company
2004 2003 2004 2003
RMB’'000 RMB’000 RMB'000 RMB'000
Within 6 months 30,456 14,809 17,253 11,027
Over 6 months but within 1 year 7,883 1,907 327 550
Over 1 year but within 2 years 846 2,896 707 2,228
Over 2 years but within 3 years 126 325 126 325
Over 3 years 996 1,883 996 1,033
40,307 21,820 19,409 15,163

20. PREPAYMENTS AND OTHER CURRENT ASSETS

At December 31, prepayments and other current assets comprised:

The Group The Company
2004 2003 2004 2003
RMB'000 RMB’000 RMB’000 RMB 000
Prepayments 27,059 4,774 26,048 3,504
Interest Receivable 33,910 14,046 33,910 14,046
Other current assets 22,010 13,185 16,297 10,068
Total 82,979 32,005 76,255 27,618
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NoOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi (“RMB") unless otherwise stated)

21. SHORT-TERM BANK DEPOSITS

The annual interest rate on short-term bank deposits range from 0.80% t0 2.70% (2003:1.14% to 1.89%)
and these deposits have a maturity period ranging from 6 to 36 months (2003: 6 to 24 months).

22. CASH AND CASH EQUIVALENTS

At December 31, cash and cash equivalents consisted of:

The Group The Company
2004 2003 2004 2003
RMB’000 RMB'000 RMB’000 RMB'000
Cash
RMB 409 216 39 106
HKD denominated 53 30 - —
USD denominated 69 68 - —
GBP denominated 14 13 - —
EUR denominated 21 20 - —
566 347 39 108
Demand deposits
RMB 1,971,284 1,657,464 1,936,570 1,489,081
USD denominated 239,303 426,702 183,075 369,685
HKD denominated 25,269 49,666 14,041 36,705
JPY denominated 421 773 - —
2,236,277 2,034,605 2,133,686 1,905,471
Total cash and
cash equivalents 2,236,843 2,034,952 2,133,725 1,905,577
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23. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

The Group The Company

2004 2003 2004 2003

RMB’000 RMB'000 RMB’000 RMB'000

Accounts payable 92,430 112,017 82,408 99,926
Accrued departure

technology support fee 105,877 103,668 122,195 110,672
Accrued technical

bonus to employees 47,443 54,264 45,562 52,394

Accrued technical support fee 21,411 14,117 17,192 13,685

Accrued network usage fees 64,038 55,562 64,038 50,677

Other accruals 73,278 26,433 62,595 24,628

404,477 366,061 393,990 351,982

At December 31, 2004, approximately RMB104,625,000 of the above balances were denominated in US
dollars (2003; RMB 128,490,000).

The aging analysis of accounts payable is as follows:

The Group The Company
2004 2003 2004 2003
RMB’000 RMB 000 RMB’000 RMB'000
Within 6 months 24,623 69,653 16,691 60,366
Over 6 months but within 1 year 3,542 3,084 2,201 284
Over 1 year but within 2 years 29,120 5,493 28,708 5,489
Over 2 years but within 3 years 1,358 33,558 1,021 33,658
Over 3 years 33,787 229 33,787 299
Total accounts payable 92,430 112,017 82,408 93,926
Accrued liabilities 312,047 254,044 311,582 252,056
404,477 366,061 393,990 351,982




NotES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Amounts expressed in Renminbi ( “RMB” | unless otherwise stated)

24. TAXES PAYABLE

The Group The Company

2004 2003 2004 2003

RMB'000 RMB’000 RMB’'000 RMB'000

Enterprise income tax payable 12,794 5,343 11,466 3,371
Business tax payable 14,011 14,604 13,185 12,681
VAT payable (239) {(190) (20) (191
Other 3,672 5,089 3,200 4,687
30,138 24,846 27,831 20,548

25. PAID-IN CAPITAL

The paid-in capital as at December 31, 2004 represented 577,303,500 Domestic Shares that were issued
by the Company upon incorporation and 310,854,000 H Shares that were issued by the Company in
Fekruary, 2001. '

2004 2004
Number of shares Amount
‘000 RMB'000
Authorised:
Domestic Shares of RMB1 each: 577,304 577,304
H Shares of RMB1 each: 310,854 310,864
Total shares of RMB1 each: 888,158 888,158
tssued and fully paid:
Domestic Shares of RMB1 each: 577,304 577,304
H Shares of RMB1 each; 310,854 310,854

Total shares of RMB1 each: 888,158 888,158




26.

RESERVES
- - St;;;ry Statil.rltory VVDiscretionary
Surplus Public Surplus
Capital Reserve Welfare Reserve
Surplus Fund Fund Fund Total
RMB000 RMB'000 RMB'000 RMB000 AMB 000
The Group
Balance as at January 1, 2003 1,194,956 98,105 87,730 72,883 1,453,674
Transfer from retained earnings — 23,080 23,081 84,982 131,143
Balance as at December 31, 2003 1,194,956 121,185 110,811 157,865 1,684,817
Transfer from retained earnings — 44,681 44,524 45,518 134,723
Balance as at December 31, 2004 1,194,956 165,866 155,335 203,383 1,719,540
The Company
Balance as at January 1, 2003 1,194,956 97,707 87,333 72,883 1,452,879
Transfer from retained earnings — 22,716 22,716 84,982 130,414
Balance as at December 31, 2003 1,194,956 120,423 110,049 157,865 1,683,293
Transfer from retained earnings - 44115 44,115 45,432 133,662
Balance as at December 31, 2004 1,194,956 164,538 154,164 203,297 1,716,955
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(Amounts expressed in Renminbi ( “RMB ") unless otherwise stared)

27.

APPROPRIATIONS AND DISTRIBUTION OF PROFIT

In accordance with the Articles of Association of the Company, earnings available for distribution by the
Company will be deemed to be the lower of the amounts determined in accordance with {a) the applicable
financial rules and regulations in the PRC (“PRC GAAP”), and (b} IFRS.

According to the Articles of Association of the Company, the distributable net profit after taxation and
minority interests is determined after allowance has been made for:

(i) making up cumulative prior years' losses, if any;

(ii) appropriation to the statutory surplus reserve funds at 10% of the after-tax profit, as determined
under PRC GAAP until the cumulative amounts reach 50% of the Company’s registered capital.
The statutory surplus reserve funds may be converted into capital provided that it is approved by
a resolution at a shareholders’ general meeting and its balance does not fall below 25% of the
new registered capital; and

{iii) appropriation to the statutory public welfare funds at 5% to 10% (at the discretion of the Board of
Directors) of the after-tax profit, as determined under PRC GAAP, which can only be used for the
collective welfare of the employees.

The shareholders in the Annual General Meeting on April 28, 2004 approved the appropriation of
RMBA45,432,000 to the discretionary surplus reserve. The amount was accounted for in shareholder's
equity as an appropriation of retained earnings in the year ended December 31, 2004.

For the year ended December 31, 2004, the Board of Directors proposed appropriations of 10%, 10%
and 20% of the net profit (2003: 10%, 10% and 20% respectively) as reflected in the Company's statutory
financial statements prepared under PRC GAAP, or RMB44,115,000, RMB44,115,000 and RMB88,231,000
(2003: RMB22,716,000, RMB22,716,000 and RMB45,432,000), to the statutory surplus reserve fund ,
the statutory public welfare fund and the discretionary surplus reserve fund, respectively.

The proposed appropriation of RMB88,231,000 (20% of net profit after tax) to the discretionary surplus
reserve fund for the year ended December 31, 2004 is subject to shareholders’ approval at the next
general meeting. Because of the adoption of the revised IAS 10, "Events After the Balance Sheet Date”,
the appropriation to the discretionary surplus reserve fund that was proposed after December 31, 2004
will be recorded in the Group's financial statements for year ended December 31, 2005.

After the appropriations mentioned above, the retain earning available for distribution as at December
31, 2004 was approximately RMB477,514,000 (2003: RMB292,729,000), which is the lesser of the amounts

determined in accordance with PRC GAAP and IFRS.

The profit attributable to shareholders is dealt with in the financial statements of the Company to the
extent of RMB442,371,000 (2003: RMB236,678,000) for the year ended December 31, 2004.
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28. RECONCILIATION OF PROFIT BEFORE TAXATION TO CASH GENERATED

FROM OPERATIONS

2004 2003 -
RMB’000 RMB'000
Profit before taxation and minority interests 499,598 272,345
Adjustments for:
Depreciation and amortisation 166,741 149,166
Loss on disposal of property, plant and equipment 5,516 1,651
fmpairment of investment 171 —
Interest income {37,710) -
Provision (write back) for doubtful debts {1,299) 2,377
Share of results from associated companies (10,934} (11,445)
Operating profit before working capital changes 622,083 414,094
Decrease (increase) in current assets:
Accounts receivable (18,519) (16,282)
Inventories (1,463) 617)
Prepayments and other current assets (8,825) (824)
Due from related parties/associated companies (29,128) 52,065
Increase (decrease) in current liabilities:
Accounts payable and accrued liabilities 58,683 119,248
Deferred revenue 1,092 1,837
Due to related parties (641) {10,314)
Taxes payable (2,159) 11,705
Cash generated from operations 621,123 570,812
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(Amounts expressed in Renminbi (“RMB”) unless otherwise stated)

29.

FINANCIAL INSTRUMENTS

Financial risk management

The Group is exposed to market risks arising from changes in interest and foreign exchange rates. The
Group does not use any derivative financial instruments to manage those risks.

Fair values

The Group's financial instruments mainly consist of cash and cash equivalents, short-term bank deposits,
accounts receivable, advance to suppliers, due from associated companies and related parties, treasury
bonds, other long-term assets, accounts payable and due to related parties.

The carrying amounts of the Group’s financial instruments except for treasury bonds approximated their
fair values as at December 31, 2004 because of the short maturities of these instruments.

The treasury bonds that are held to maturity are carried at cost. At December 31, 2004, the market value
of the treasury bonds as at December 31, 2004 was approximately RMB95,881,000 (2003: RMB
99,520,000).

Credit risks

The extent of the Group's credit exposure is represented by aggregated balance of cash and cash
equivalents, short-term bank deposits, accounts receivable, advance to suppliers, short term investment,
amounts due from associated companies and related parties and treasury bonds. The maximum credit
risk exposure in the event that other parties fail to perform their obligations under these financial
instruments was approximately RMB3,202 million as at December 31, 2004 (2003: RMB 2,776 million).

Counterparties to financial instruments primarily consist of State-owned banks in the PRC, and a large
number of airlines and trave! agents. The Group does not expect any counterparties to fail to meet their
obligations. The Group has concentrations of credit risk with these entities.

Foreign currency risk

The Group is exposed to foreign exchange risk related to its capital expenditures because a substantial
portion of its capital expenditures represents imparted equipment that is purchased in U.S. dollars. Under
the current foreign exchange system in the PRC, the Group is not able to hedge effectively against
currency risks except for the cash and cash equivalents that denominated in foreign currency. Fluctuation
of the exchange rates of Renminbi against foreign currencies could affect the Group's results of operations.




SEGMENT REPORTING

The Group conducts its business within one business segment - the business of providing aviation
information technology service and related services in the PRC. The Group'’s chief decision maker for
operation is considered to be the Group’s CEQ. The information reviewed by the CEQ is identical to the
information presented in the consolidated income statement. No segment income statement has been
prepared by the Group for the year ended December 31, 2004 and 2003. The Group also operates within
one geographical segment because its revenues are primarily generated in the PRC and its assets are
located in the PRC. Accordingly, no geographical segment data is presented.

COMMITMENTS

(a)  Capital commitments

At December 31, the Group had the following capital commitments:

2004 2003
RMB’000 RMB’000
Authorised and contracted for
— Computer System 36,883 1,208
Authorised but not contracted for
— Computer System 411,000 322,000
Total 447,883 323,208

The above capital commitments primarily relate to the acquisition and installation of the next
generation traveler service system.

At December 31, 2004, approximately RMB2,408,200 of the above balance were dominated in
US dollars (2003: Nil).
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31. COMMITMENTS (continued)

(b)  Operating lease commitments

As at December 31, the Group had the following commitments under operating leases:

2004 2003

RMB000 RMB'000

Within one year 57,192 36,483
Later than one year but not later than five years 87,787 126,001
Later than five years 7,865 50,509
Total 152,844 212,993

(c)  Equipment maintenance fee commitments

As at December 31, 2004, the Group had total equipment maintenance fee commitments of

approximately RMB6.8 million (2003: RMB8.3 million).

32. RELATED PARTY TRANSACTIONS

Entities are considered to be related if one has the ability to control the other, directly or indirectly, or has

the ability to exercise significant influence over the financial and operating decisions of the other. Entities

are also considered to be related if they are subject to common control or common significant influence.

The following is a summary of significant recurring transactions carried out with the Group's related

parties.
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32. RELATED PARTY TRANSACTIONS (continued)

(1)  Related parties

The major related parties of the Company and the Group are as follows:

Name

* Relationship with the Company

China TravelSky Holding Company (“CTHC")
China Southern Air Holding Co.

China Eastern Air Holding Co.

Air China

China Northern Airlines Co.

China Eastern Air - Northwest Airlines Co.
China Eastern Air - Yunnan Airlines Co.
Xinjiang Airlines Co.

China National Aviation Corp.

Xiamen Airlines Limited Company

Hainan Airlines Company Limited

China National Aviation Holding Co.

Shareholder of the Company
Shareholder of the Company
Shareholder of the Company
Shareholder of the Company
Shareholder of the Company
Shareholder of the Company
Shareholder of the Company
Shareholder of the Company
Shareholder of the Company
Shareholder of the Company
Shareholder of the Company
Parent company of certain

shareholders of the Company
(2)  Related party transactions
The Group had the following material related party transactions.
Q) Revenue for aviation information technology service and data network service, the pricing

of which was based on negotiated prices with these related parties with reference to the
pricing standards prescribed by CAAC where applicable.

Name 2004 2003

RMB’000 RMB 000
China Southern Air Holding Co. (a) 186,548 127,952
China Eastern Air Holding Co. (b) 177,772 118,342
China National Aviation Holding Co. {c) 170,321 114,893
Hainan Airlines Company Limited 117,287 59,986
Xiamen Airlines Limited Company 69,967 54,167

(a) It represented the transactions entered into between the wholly owned subsidiaries

of China Southern Air Holding Co., namely China Southern Air Co. Ltd., China
Northern Airlines Co. and Xinjiang Airlines Co. and other subsidiaries.
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32. RELATED PARTY TRANSACTIONS (continued)

2) Related party transactions (continued)

(b) It represented the transactions entered into between the wholly owned subsidiaries
of China Eastern Air Holding Co., namely China Eastern Air Co. Ltd. and Yunnan
Airlines Co. and other subsidiaries.

(c) It represented the transactions entered into between the Group and China National
Aviation Holding Co. and its wholly owned subsidiaries, namely Air China and China
National Aviation Corporation and other subsidiaries.

In the Directors’ opinion, these transactions were carried out with related parties in the
ordinary course of business and on normal commercial terms.

{in Lease of properties from China TravelSky Holding Company (“CTHC")

For the year ended December 31, 2004, operating lease rentals for lease of properties
from CTHC amounted to RMB34,570,760 (2003: RMB 30,807,105}. The pricing of operating
lease rentals for buildings is based on agreed rates with CTHC with reference to market

rentals.

(3)  Balances with related parties
Balances with relatéd parties mainly comprised:
Due from related parties

The Group The Company
Name 2004 2003 2004 2003
RMB’000 RMB'000 RMB’000 RMB'000

China Southern Air Haolding Co. (a) 42,891 7294 41,066 4,575
China Eastern Air Holding Co. (b) 1,706 22,136 - 20,307
China National Aviation Holding Co. (¢} 37,87 24,053 37,87 21,615
Shenzhen Air Holding Co. 559 9,314 519 8,131
Xiamen Airlines Limited Company 8,301 — 7,460 —
(a) It represented the balances due from the wholly owned subsidiaries of China Southern Air

Holding Co., namely China Southern Air Co. Ltd., China Northern Airlines Co. and Xinjiang
Airlines Co. and other subsidiaries.

{b) It represented the balances due from the wholly owned subsidiaries of China Eastern Air
Holding Co., namely China Eastern Air Co. Ltd. and China Northwest Airlines Co. and Yunnan
Airlines Co. and other subsidiaries.




32.

33.

34.

3s.

RELATED PARTY TRANSACTIONS (continued)

(3)  Balances with related parties (continued)

(c) It represented the balances due from China National Aviation Holding Co. and its wholly
owned subsidiaries, namely Air China and China National Aviation Corporation and other
subsidiaries.

The balances with related parties were unsecured, non-interest bearing and generally repayable
within six months.

The balances with related parties primarily arose from the above related party transactions.
ULTIMATE HOLDING COMPANY

The directors regard China TravelSky Holding Company established in the PRC as being the ultimate
holding company.

RECLASSIFICATIONS AND COMPARATIVE FIGURES

Certain reclassifications have been made to the prior year’s financial statements to enhance comparability
with current year’s financial statements.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved by the Board of Directors on March 19, 2005.
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CONSOLIDATED BALANCE SHEET

SUPPLEMENTARY FINANCIAL INFORMATION PROVIDED BY THE MANAGEMENT

As at December 31,

2000 2001 2002 2003 2004
RMB’000 RMB 000 RMB'000 RMB’000 RMB’000
ASSETS
Non-current assets
Property, plant and equipment, net 281,944 408,897 340,632 545,345 475,118
Intangible assets, net — 14,238 9,098 11,083 15,117
Investments in associated companies 8,424 12,391 23,646 36,327 42,424
Other long-term investment — 100,000 100,000 100,000 100,000
Other long-term assets — 8,465 5,746 4,801 16,142
288,368 539,091 479,122 697,675 648,861
Current assets
Inventories 9,680 2,767 2,018 2,635 4,098
Accounts receivable, net 44,868 14,837 4,447 18,352 38,170
Due from associated companies 11,416 598 377 65 -
Due from related parties 229,845 168,536 135,371 83,619 112,811
Prepayments and other current assets 31,362 15,356 30,826 32,005 82,979
Short-term investment — — 2,195 1,920 1,749
Short-term bank deposits 27,406 516,186 539,491 505,000 625,378
Cash and cash equivalents 584,729 1,636,818 1,893,422 2,034,952 2,236,843
939,306 2,355,098 2,608,147 2,678,548 3,102,028
Total assets 1,227,674 2,894,189 3,087,269 3,376,223 3,750,889
EQUITY AND LIABILITIES
Capital and Reserves
Paid in capital 577,304 888,158 888,158 888,168 888,158
Reserves 272,856 1,295,014 1,453,674 1,684,817 1,719,540
Retained earnings (accumulated deficit) — 333,045 464,191 405,063 628,929
850,160 2516,217 2,806,023 2,878,038 3,236,627
Minority interests 32,735 30,613 37,600 40,305 49,456
Current liabilities
Current portion of long-term bank loan — — — — -
Accounts dayable and accrued liabilities 65,158 167,092 193,044 366,061 404,477
Due to related parties 6,682 38,447 22,906 64,922 27,448
Dividends payable 124,051 124,051 14,342 — -
Taxes payable 140,508 14,375 13,140 24,846 30,138
Deferred revenue 8,380 3,394 214 2,051 3,143
344,779 347,359 243,646 457,880 464,806
Total equity and liabilities 1,227,874 2,894,189 3,087,269 3,376,223 3,750,889

Note:Certain prior year figures have been reclassified to better present the financial position of the Group.

T rens ICT e Tankhmalarmess Fowavbnrd 2 Awiriend Do oms INADA



CONSOLIDATED INCOME STATEMENT
SUPPLEMENTARY FINANCIAL INFORMATION PROVIDED BY THE MANAGEMENT

Year ended Decé;nﬂberr 31

2000 2001 2002 2003 2004
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000
Revenues:
Aviation information
technology service 594,666 663,426 767,478 663,932 1,025,725
Data network and others 147,322 167,375 209,964 229,686 257,125
Total revenues 741,987 830,801 977,442 893,618 1,282,850
Business taxes and other surcharges (24,735) {29,652) (32,604) (32,005) (42,277)
Net revenues 717,252 801,149 944,838 861,613 1,240,573
Operating expenses:
Depreciation and amortisation (104,857) {108,658) (137.373) (149,166) (166,741)
Network usage (54,772) (48,640) (49,823} {58,792) (70,671)
Personnel (39,656) {72,019) (99,595) (147,783} (133,829)
Operating lease rentals (31,516) (35,278) (37,109} (42,870) (49,406)
Technical support and
maintenance fees (42,295) {40,701) {45,735) (44,650) {40,456)
Commission and promotion expenses (26,933} (44,207) {75,397} (74,537) (155,702)
Other operating expenses (69,807) (84,216) (93,838) (119,492) (170,624)
Total operating expenses (369,836) (434,719) {538,870) (637,290) (787,429)
Operating profit 347416 366,430 405,968 224,323 453,144
Financial income (charges), net 4,921 41,956 42635 34,569 37,558
Share of results from associated
companies 3,446 7,289 14,255 11,445 10,934
Other (expenses) income, net (2,729) (4,102) {2,998) 2,008 (2,038)
Profit before taxation
and minority interests 353,054 411,573 459,860 272,345 499,598
Taxation (94,166) (3,189} (3,149} (23,092) (40,188)
Income befare minority interests 258,888 408,384 456,711 249,253 459,410
Minority interests (2,296) {483) (3,484} (6,712} (10,229)
Net profit 256,592 407,901 453,227 242,541 449,181
Earnings per share, basic and
diluted (RMB) 0.44 0.48 0.51 0.27 0.51
Weighted average number of shares
outstanding (thousand) 577,304 885,314 888,158 888,158 888,158

TravelSky Technology Limited / Annual Report 2004 73




T4

CORPORATE INFORMATION

BOARDS OF DIRECTORS
Chairman (appointed on August 26, 2004)
Zhu Yong Executive Director (appointed on December 5, 2003)
Directors
Zhu Xiaoxing Executive Director (General Manager)
{appointed on October 12, 2004}
Ding Weiping Executive Director

Song Jinxiang
Wang Quanhua

Cao Jianxiong

Zhang Xueren

Rong Gang
Yang Yatie

Li Xiaoguang
SiYupei
Song Jian
Wu Jiapei

Chow Kwok Wah, James

Lee Kwok Ming, Don

AUDIT COMMITTEE

Wu Jiapei

Chow Kwok Wah, James
Lee Kwok Ming, Don

(Company Secretary) {appointed on December 5, 2003)

Executive Director (appointed on December 5, 2003)

Vice Chairman,

Non-executive Director (appointed on December 5,
Vice Chairman,

Non-executive Director (appointed on December 5,
Vice Chairman,

Non-executive Director (appointed on December 5,
Non-executive Director (appointed on December 5,
Non-executive Director {appointed on December 5,
Non-executive Director {appointed on December 5,
Non-executive Director (appointed on December 5,
Non-executive Director {appointed on December 5,
Independent non-executive Director

{appointed on December 5, 2003)

Independent non-executive Director

(appointed on December 5, 2003)

Independent non-executive Director

{appointed on December 5, 2003)

Chief member (appointed on December 5, 2003)
Member (appointed on December 5, 2003)
Member (appointed on December 5, 2003)

STRATEGIC COMMITTEE

Cao Jianxiong
Zhu Yong
Wang Quanhua
Zhang Xueren
Rong Gang
Ding Weiping

Chief member (appointed on March 31, 2004)
Member {appointed on March 31, 2004)
Member (appointed on March 31, 2004)
Member (appointed on March 31, 2004)
Member {(appointed on March 31, 2004)
Member (appointed on March 31, 2004}
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REMUNERATION COMMITTEE

Chow Kwok Wah, James Chief member (appointed on March 31, 2004)
Wu Jiapei Member (appointed on March 31, 2004)

Li Kwok Ming, Don Member (appointed on March 31, 2004)
Wang Quanhua Member (appointed on March 31, 2004)
Yang Yatie Member (appointed on March 31, 2004)
SUPERVISORY COMMITTEE

Chairman {(appointed on December 5, 2003)

Li Xiaojun Supervisor (appointed on December 5, 2003)
Vice Chairman (appointed on April 28, 2004)

Du Hongying Supervisor (appointed on December 5, 2003)
SUPERVISORS

Zhang Yakun Supervisor (appointed on December 5, 2003)
Wang Yonggiang Supervisor (appointed on December 5, 2003)
Chen Lihong Supervisor (appointed on December 5, 2003)
Tan Xiaoxu Supervisor (appointed on December 5, 2003)
Zhang Xin Supervisor (appointed on December 5, 2003)
Rao Geping Independent Supervisor

(appointed on December 5, 2003)

SENIOR MANAGEMENT
Zhu Xiaoxing General Manager (Executive Director)
(appointed on August 26, 2004)
Huang Yuanchang Deputy General Manager
(appointed on December 5, 2003)
Xiao Yanhong Deputy General Manager
(appointed on December 5, 2003}
Huang Peng Deputy General Manager

(appointed on August 26, 2004)
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CORPORATE INFORMATION

COMPANY SECRETARY

Ding Weiping (Executive Director)

COMPANY’S WEBSITE

www.travelsky.net

AUDITORS

International Auditors:
PricewaterhcuseCoopers
Certified Public Accountants, Hong Kong
22/F, Prince’s Building Central Hong Kong

PRC Auditors:

PricewaterhouseCoopers Zhong Tian CPAs Ltd. Co.
11/F PricewaterhouseCoopers Centre

202 Hu Bin Road

Shanghai 200021

PRC

LEGAL ADVISERS TO THE COMPANY

as to Hong Kong law:
Linklaters

10th Floor, Alexandra House
Chater Road

Hong Kong

as to PRC law:

Jingtian & Gongcheng
15th Floor, The Union Plaza
20 Chaoyangmenwai Dajie
Beijing 100020, PRC
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REGISTERED ADDRESS AND CONTACT DETAILS

TravelSky Technology Limited

Floor 18 - 20, South Wing, Park C
Raycom InfoTech Park

No. 2, Ke Xue Yuan South Road
Haidian District, Beijing 100080, PRC
Telephone: (8610) 8286 1610
Facsimile: (8610) 8286 1612

PLACE OF BUSINESS IN HONG KONG

Room 3005-3007, 30/F
Great Eagle Centre

23 Harbour Road
Wanchai

Hong Kong

PLACE OF LISTING

The Stock Exchange of Hong Kong Limited
Stock Code: 696

HONG KONG SHARE REGISTRAR AND TRANSFER OFFICE

Hong Kong Registrars Limited

Room 1712-1716, 17/F Hopewell Centre
183 Queen's Road East

Wanchai

Hong Kong

DEPOSITARY OF SPONSORED LEVEL I AMERICAN DEPOSITARY RECEIPT
PROGRAMME

The Bank of New York
Shareholder

P.O.Box 11258

Church Street Station

New York, NY 10286-1258, U.S.A.

Shareholders can obtain a copy of this annual report through the website of the Company at
(www.travelsky.net).
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B10GRAPHIES OF DIRECTORS, SUPERVISORS, COMPANY
SECRETARY AND SENIOR MANAGEMENT

DIRECTORS

Chairman

Zhu Yong, age 41, is an Executive Director of the Company. Mr. Zhu is a senior engineer. He graduated
from Huazhong Polytechnic University and received a master’s degree in engineering from the Beijing
University of Aeronautics and Astronautics. Mr. Zhu has over 20 years of experience in China’s aviation
industry. From August 1983 to April 1991, Mr. Zhu was an engineer in CAAC. He was the Manager of the
Computer Department of the Accounting Centre of China Aviation in May 1991 and the Vice Chief
Engineer and the Manager of the Computer Department of the Accounting Center of China Aviation in
January 1994. He became the Deputy General Manager of the Accounting Center of China Aviation in
May 1996, and has been the General Manager of the Accounting Center of China Aviation from June
2000 to August 2004. From Aprit 2001 to August 2004, Mr. Zhu was the General Manager of the
Company. He has been a member of the first Board of the Company since May 2001 and has also been
a Deputy General Manager of China TravelSky Holding Company since October 2002. In December
2003, he was re-elected as a director of the second Board. In March 2004, Mr. Zhu was appointed as a
member of the Strategic Committee. From August 2004 Mr. Zhu has served as the Chairman of the
Company.

Executive Directors

Zhu Xiaoxing, age 40, graduated from Jilin University majoring in computer software. Mr. Zhu has
nearly 20 years of experience in management and technological support in China’s aviation industry.
Since the establishment of the Cormpany in October 2000, Mr. Zhu had been the General Manager of
the Operation Department, the Customer Service Department and the Technical Management
Department of the Company. In August 2004, the Board of the Company appointed Mr. Zhu Xiaoxing as
the General Manager of the Company. He has served the Board of the Company since October 2004.

Ding Weiping, age 53, is an Executive Director and the Company Secretary of the Company. He
graduated from Beijing Industry Technology University and has over 20 years of management experience
in China's aviation industry. From December 1979 to May 1984, Mr. Ding was an employee of CAAC.
From May 1984 to October 1987, he was employed by CAC!. From October 1987 to August 2000, he
served as the Deputy Head of the Information Technology Room and then as the Vice Chief Engineer of
CACI. Mr. Ding was also the head of the Planning Department of CACI from July 1998 to August 2000.
From July 1999 to August 2000, Mr. Ding also served as the Officer-in-charge of the Restructuring
Department of CACI. From October 2000 to August 2004, Mr. Ding has served as the Deputy Chief
Engineer of the Company and General Manager of the Department of Planning Development of the
Company. Mr. Ding has served as a Director and the Company Secretary of the Company since October
2000. In December 2003, he was re-elected as a director of the second Board and the Company
Secretary of the Company. In March 2004, Mr. Ding was appointed as a member of the Strategic
Committee.
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Song Jinxiang, age 56, is an Executive Director of the Company. Mr. Song graduated from Beijing
University of Aeronautics and Astronautics and has over 20 years of management experience in China's
avigtion industry. From December 1976 to September 1981, Mr. Song was a technician at CAAC. From
September 1981 to July 1999, he served as the Deputy Head and then as the Head of the Business
Department of CACI. Mr. Song was the Deputy Chief Economist of CACI from July 1999 to August 2000.
He was a member of the first Supervisory Committee of the Company from October 2000 to December
2003. In December 2003, he was elected as a director of the second Board of the Company.

Non-executive Directors

Wang Quanhua, age 50, is one of the Vice Chairmen of the Board. Mr. Wang is a university graduate
and has about 30 years of management experience in China’s civil aviation industry. He joined China
Southern Airlines Co., Ltd. in June 1991. Since June 1998, he served as the General Manager of the
Strategic Planning Department, and then as the Assistant to the President and Vice President of
Southern Airlines (Group) Co.. He has been the Deputy General Manager of China Southern Air Holding
Company since October 2002 and a director of China Southern Airlines Company Limited since March
2003. In December 2003, Mr. Wang was elected as a director and Vice Chairman of the second Board of
the Company. in March 2004, Mr. Wang was appointed as a member of the Strategic Committee and the
Remuneration Committee.

Cao Jianxiong, age 45, is one of the Vice Chairmen of the Board. Mr. Cao is an economist. He has a
master's degree in economics and has over 20 years of management experience in China’s civil aviation
industry. He was the Chief Officer of the Human Resources Section of China Eastern Airlines and then
took on the position of the General Manager of China Eastern Airlines Development Company and China
Eastern Airlines Futures Company from December 1987 to March 1998. From March 1996 to December
1996, Mr. Cao was the Assistant to the General Manager of China Eastern Airlines and from December
1996 to December 1999, Mr. Cao served as the Deputy General Manager and Chief Financial Officer of
China Eastern Airlines Corporation. From December 1999 to October 2002, Mr. Cao served as a Vice
President of Eastern Airlines Group Corporation. He has been a director and the Vice Chairman of the
first Board of the Company since October 2000. Since October 2002, he has been the Vice President of
China Eastern Air Holding Company. In December 2003, Mr. Cao was re-elected as a director and the
Vice Chairman of the second Board of the Company. In March 2004, Mr. Cac was appointed as a
member of the Strategic Committee.
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Zhang Xueren, age 52, is one of the Vice Chairmen of the Board. Mr. Zhang is a senior economist. He
graduated from Sichuan Foreign Languages University and obtained a MBA degree in Beijing University
and has almost 30 years of experience in China’s aviation industry. From March 1979 to July 1982, Mr.
Zhang was the Commercial Officer of the Tehran Office of CAAC. He returned to Beijing in 1982 and held
the position of Deputy Head of the International Freight Department of the Beijing Bureau of CAAC.
From January 1990 to April 1998, he served as the Manager of In-Freight Department of Air China
Corporation, and from April 1998 to December 1998, he was the General Manager of the Tianjin Branch
of Air China. Mr. Zhang has been the Vice President of Air China from December 1998 to the end of
2004, he is now the Vice President of CNAC in Hong Kong. Since October 2000, he has been a director
and Vice Chairman of the first Board of the Company. In December 2003, Mr. Zhang was re-elected as a
director and Vice Chairman of the second Board of the Company. In March 2004, Mr. Zhang was
appointed as a member of the Strategic Committee.

Rong Gang, age 42, is one of the Non-executive Directors. Mr. Rong is a senior engineer and obtained a
degree in MBA from Guanghua School of Management, Peking University. He has 20 years of
experience in China's aviation industry. From August 1983 to May 1996, Mr. Rong was an employee of
CACI. From May 1996 to May 1999, he was employed by CAAC. From May 1999 to October 2002, Mr.
Rong served as the Vice President of CACI. He has been the Deputy General Manager of China TravelSky
Holding Company since October 2002. He was a director of the first Board of the Company. In
December 2003, Mr. Rong was re-elected as a director of the second Board of the Company. In March
2004, Mr. Rong was appointed as a member of the Strategic Committee.

Yang Yatie, age 60, is one of the Non-executive Directors. He is a senicr accountant and has nearly 40
years of experience in financial management in China’s civil aviation industry. From December 1971 to
March 1980, he was an accountant in International Affairs department of CAAC Headquarter. From
March 1980 to March 1988, he served in International Settlement Room of Financial Department of
CAAC. From March 1988 to August 1992, he was the accountant of London office of CAAC. Since
August 1992, he has been an accountant, Deputy Chief Accountant and then the Chief Accountant of
China Aviation Accounting Centre. Since October 2002 to December 2004, he has alsc been the Chief
Accountant of China TravelSky Holding Company. In December 2003, Mr. Yang was elected as a director
of the second Board of the Company. In March 2004, Mr. Yang was appointed as a member of the
Remuneration Committee.

Li Xiaoguang, age 46, is one of the Non-executive Directors. He graduated from Tianjin Civil Aviation
College and obtained a master’'s degree in management from the Beijing University of Aeronautics and
Astronautics in 1999. Mr. Li has nearly 20 years of management and mechanic experience in China’s
aviation industry. From July 1982 to October 1990, Mr. Li was an engineer in the Technology Department
of the Civil Aviation Maintenance Factory of China Northern Airlines. From October 1990 to July 2001, he
served as the Deputy Chief Engineer and then the Chief Engineer of China Northern Airlines. Since then,
Mr. Li has been the Deputy General Manager of China Northern Airlines. He was a member of the first
Board of the Company. In December 2003, Mr. Li was re-elected as a director of the second Board of
the Company.
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Si Yupei, age 52, is one of the Non-executive Directors. Mr. Si is a senior economist and has about 30
years of management experience in China’s civil aviation industry. From August 1987 to January 1989,
he served in the Labour Division of Xi'an management office of CAAC. From January 1989 to October
2002, he served as the Deputy Head and then the Head of Personnel Division, Head of Human
Resource Department, Deputy Chief Economist and Deputy Secretary of Party Committee in China
Airline Northwestern Company. Since October 2002, he has been the Deputy Secretary of Party
Committee in China Eastern Xibei Airlines. In December 2003, Mr. Si was elected as a director of the
second Board of the Company.

Song Jian, age 43, is one of the Non-executive Directors. Mr. Song is a postgraduate of Nanjing
University of Aeronautics and Astronautics in management science and engineering. From January 1997
to February 2002, he was the Deputy Head of Computer Centre of Air China Corporation. Since February
2002, he has been the Deputy General Manager of the Information Technology Centre of Air China. in
December 2003, Mr. Song was elected as a director of the second Board of the Company.

Independent Non-executive Directors

Wu Jiapei, age 73, is a leading economist in China. Between 1955 to 1986, Mr. Wu was a researcher at
the Economics Institute of the Chinese Academy of Sciences and subsequently became a senior fellow
and the Head of the Quantitative Economics and Technological Economics of the Chingse Academy of
Sacial Sciences. From 1987 to 1998, Mr. Wu was the Chief Economist, Deputy Head, and then Head of
the Experts Committee of China State Information Centre. Mr. Wu has been abroad as a visiting scholar
and visiting professor in the United States and Japan. Mr. Wu is now Honorary Chairman to the Experts
Committee of China State Information Center, Invited Vice President of the Chinese Information Industry
Association, Honorary President of the Business College and Commerce College of Huagiao University
and a part-time professor of some universities in China. Mr. Wu is a member of the Appraisal Task Force
for Applied Economics Disciplines of the Second, Third and Fourth State Council's Academic Degree
Committee and has published over 20 books on economics. He was a member of the first Board of the
Company. In December 2003, Mr. Wu was elected as a director of the Second Board of the Company
and was appointed as a member of the Audit Committee. In March 2004, Mr. Wu was appointed as a
Chief Member of the Audit Committee and member of the Remuneration Committee.

Chow Kwok Wah, James, age 58, graduated from the Faculty of Commerce in Regent Institute of
London, in 1966. Mr. Chow is the Chairman of the Consco Group principally engaged in domestic real
estate investment and production of raw materials for the high-tech industry in China. From 1978 to
1994, Mr. Chow participated actively in the Hong Kong stock market and was a member and licensee of
both the Far East Exchange Ltd. and The Stock Exchange of Hong Kong Limited. Mr. Chow has more
than 20 years of investment experience in China and his investments include the Jing An Hilton Hotel
and Nantong Hotel in Shanghai in 1988, the Tianjin International Building in 1991, and the Tianjin
Somerset Olympic Tower. He was a member of the first Board of the Company. in December 2003, Mr.
Chow was elected as a director of the Second Board of the Company and was appointed as a member
of the Audit Committee. In March 2004, Mr. Chow was appointed as the Chief Member of the
Remuneration Committee.
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Lee Kwok Ming, Don, age 47, is a fellow member of the Hong Kong Society of Accountants, a member
of Chartered Association of Certified Accountants and an Australian Chartered Management Accountant.
He obtained a master’s degree in business management from Bath University in United Kingdom. He
has over 20 years of experience in financial management and is experienced in the areas of merger and
acquisitions and corporate finance. Mr. Lee is the Chief financial officer of Moulin Global Eyecare
Holdings Limited {Stock Code: 389). He is also an independent director of Lianhua Supermarket Holdings
Co. Ltd (Stock code: 980). In December 2003, Mr. Lee was elected as a director of the second Board of
the Company and was appointed as a member of the Audit Committee. In March 2004, Mr. Lee was
appointed as a member of the Remuneration Committee.

SUPERVISORS

Li Xiaojun, age 49, the Chairperson of Supervisory Committee, is a senior economist. She graduated
from People’s University of China and has over 20 years of management experience in China’s aviation
industry. From March 1983 to May 1988, Ms. Li worked in the Planning Department of the Beijing
Bureau of CAAC. From May 1988 to December 1997, she held the positions of Deputy Head and then
Head of the Planning Department of Air China. Ms. Li was the Head of Personnel and Education Division
of CAAC from December 1997 to August 2000. She has been a director and Deputy General Manager of
the Company since October 2000. She has also been the Deputy Secretary to the Communist Party
Committee in China TravelSky Holding Company since October 2002. She was a member of the first

Board of the Company. In December 2003, Ms. Li was elected as a supervisor and the Chairperson of
the second Supervisory Committee of the Company.

Du Hongying, age 45, is a Supervisor. Ms. Du is a senior accountant. She graduated from Xiamen
University and has nearly 20 years of accounting and finance experience in China'’s aviation industry.
From August 1982 to January 1985, Ms. Du was a teacher at the Tianjin Civil Aviation College of China. In
January 1985, Ms. Du joined Xiamen Airlines Limited and since 1999 she has been working as the
Deputy General Manager of the Planning and Finance Department of Xiamen Airlines. She was a
Supervisor and Chairperson of the first Supervisory Committee. of the Company. In December 2003, Ms.
Du was elected as a supervisor of the second Supervisory Committee of the Company. In April 2004,
Ms. Du was elected as a Deputy Chairperson of the Supervisory Committee.

Zhang Yakun, age 46, is a Supervisor. Mr. Zhang graduated from Xi'an University of Communications
with 2 master’s degree and has nearly 20 years of professional experience in China’s aviation industry.
From 1982 to 1999, he served in Yunnan management office of CAAC. From 1999 to 2001, he was the
former Deputy Head of Operation and Control Centre and then the General Manager of Information
Technology Department of Yunnan Airlines. From October 2002, he was the General Manager of the
Information Technology Department of China Eastern Yunnan Airlines. In December 2003, Mr. Zhang was
elected as a supervisor of the second Supervisory Committee of the Company.
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Wang Yonggqiang, age 35, is a Supervisor. Mr. Wang graduated from China Civil Aviation University, and
has over 10 years of management experience in China’s aviation industry. From July 1992 to June 1995,
Mr. Wang served in Engineering Department of China XinHua Airlines. From June 1995 to March 2000,
Mr. Wang served in Hainan Airlines, as a Deputy Head and Head of the Computer Information Center
and a Deputy Officer. From March 1997 to August 1997, Mr. Wang attended training courses on high-level
management in the aviation industry in Germany. Mr. Wang has been the General Manager and
Chairman of HNA Systems Co., Ltd since March 2000. Since November 2002, he has been the Senior
Assistant to Executive President of HNA Group. He was a member of the first Supervisory Committee
of the Company. In December 2003, Mr. Wang was elected as a supervisor of the second Supervisory
Committee of the Company.

Chen Lihong, age 42, is a Supervisor. Mr. Chen is a senior accountant. He has over 20 years of financial
management experience in China's aviation industry. From January 1981 to August 1990, Mr. Chen was
a technician of the Xinjiang Qitai Agriculture Machinery Repair and Manufacture Factory and then
became an auditor of the Audit Bureau of Qitai Xinjiang. He served as an Assistant Accountant of the
Xinjiang Central Enterprises Department at the Ministry of Finance from August 1890 to January 1993.
Since January 1993, Mr. Chen has been working and served as the Deputy Head and then as the Head
of Finance Department of Xinjiang Airlines. In 2004, he served as the Chief Accountant of Xinjiang
Airlines. He was a member of the first Supervisory Committee of the Company. In December 2003, Mr.
Chen was elected as a supervisor of the second Supervisory Committee of the Company.

Tan Xiaoxu, age 58, is a Supervisor and a senior officer of the Company. Mr. Tan is a senior engineer. He
graduated from Beijing Military Zone Foreign Language College and has over 20 years of technical
support experience in China’s aviation industry. From April 1973 to October 1975, Mr. Tan was a
technician at the Beijing Military Zone. From October 1975 to November 1980, he was a sales
representative at the Beijing Bureau of CAAC, From November 1980 to July 1999, he served as a
technician and then as the Manager of the Applied Technology Department of CACI. Mr. Tan was a senior
officer of CACI from July 1999 to August 2000. He has been working in Network and Operation
Department of the Company since October 2000. He was a member of the first Supervisory Committee
of the Company. In December 2003, Mr. Tan was elected as a supervisor of the second Supervisory
Committee of the Company.

Zhang Xin, age 42, is a Supervisor of the Company. Mr. Zhang has over 20 years of technical experience
in China's aviation industry. From October 1981 to December 1988, Mr. Zhang was a graphic designer at
CAAC. From December 1988 to November 1994, Mr. Zhang was a technician at CACI. From November
1994 to August 2000, Mr. Zhang was a senior technician at CACH. He has been working in Operation
Department of the Company since October 2000. He was a member of the first Supervisory Committee
of the Company. In December 2003, Mr. Zhang was elected as a supervisor of the second Supervisory
Committee of the Company.
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Rao Geping, age 56, is an Independent Supervisor. He is a professor and docterate tutor of the law
school of Peking University, the Head of the Institute of International Law of Peking University, the
Deputy Head of Hong Kong, Macau and Taiwan Law Research Center in Peking University, Vice President
of Chinese Society of International Law and a member of National Panel of Senior Lecturer under
Ministry of Justice. He is also a part-time professor in a number of universities in China including Wuhan
University, Shanghai Normal University and East China University of Politics and Law. Mr. Rao specializes
in areas such as laws of Hong Kong, Macau and Taiwan as well as international law, etc. In December
2003, Mr. Rao was elected as a supervisor of the second Supervisory Committee of the Company.

SENIOR MANAGEMENT

Zhu Xiaoxing, General Manager, is also an Executive Director of the Company.

Huang Yuanchang, Deputy General Manager, age 42, graduated from Nanjing University of Technology,
and obtained a master degree from Beijing University of Aeronautics and Astronautics. Mr. Huang is a
senior engineer and has more than twenty years of management experience in China's aviation industry.
He was the Deputy Head of Computer Department of CACI from January 1989 and was the Head of
Operation Room of CACI from January 1990. From October 1995, he served as the Assistant to General
Manager of CACI. He served as the Assistant to General Manager of CACI and the person-in-charge of
Production Management Department from February 1998, and a Deputy General Manager of CACI from
May 1999. From October 2000, he has been the Deputy General Manger of the Company and a member
of the first Board.

Xiao Yinhong, Deputy General Manager, age 42, graduated from Zhejiang University and obtained a
master cegree from Beijing University of Aeronautics and Astronautics. Mr. Xiao is a senior engineer and
has more than twenty years of management experience in China's aviation industry. He was the Deputy
Head of the Application Room of CACI from October 1988, the Head of the Information Department of
CAC! from March 1992, the Assistant to General Manager of CACI from October 1995, the Assistant to
General Manager of CACI and the person-in-charge of Technology Education Department from February
1998, the Deputy General Manager of CACI in May 1999, From October 2000, he has been the Deputy
General Manager of the Company and a member of the first Board.

Huang Peng, Deputy General Manager, age 41, graduated from Harbin Institute of Technology and has
approximately twenty years of management experience in China's aviation industry. Mr. Huang was the
Chief of Application Section of Operation Department of CACI from July 1990, the Deputy Head of
Business Department of CACI from February 1996, the Head of Market Department of CAC! from July
1999, the General Manager of Reservation Department of the Company from March 2001. From
December 2001 to August 2004, he was the General Manager of Marketing Department of the
Company. In August 2004, he was appointed as the Deputy General Manager of the Company.

COMPANY SECRETARY

Ding Weiping, is also an Executive Director of the Company.
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NoOTICE OF ANNUAL GENERAL MEETING

The board of directors of TravelSky Technology Limited {“the Company”) is pleased to announce that an
Annual General Meeting shall be held according to the resolutions passed at a board meeting convened
on March 19, 2005 and notice is hereby given that an Annual General Meeting of TravelSky Technology
Limited (the "Company”) will be held at 10:00 a.m. on Tuesday, May 10, 2005 at Floor 19, South Wing,
Park C, Raycom InfoTech Park, No.2 Ke Xue Yuan South Road, Haidian District, Beijing, the People’s Republic
of China for the following purposes:

ORDINARY RESOLUTIONS
1. To consider and approve the report of the Directors for the year ended December 31, 2004.
2. To consider and approve the report of the Supervisory Committee for the year ended December
31, 2004,
3. To review the auditors’ report for the year ended December 31, 2004 and to consider and approve

the audited financial statements of the Company for the year ended December 31, 2004.

4, To consider and approve the distribution of a final dividend and the calculation of such distribution
of the Company for the year ended December 31, 2004.

5. To consider and approve the appointment of PricewaterhouseCoopers and
PricewaterhouseCoopers Zhong Tian CPAs Ltd. Co. as the international and PRC auditors of the
Company, respectively, for the year ending December 31, 2005, and to authorize the Directors to
fix the remuneration thereof.

SPECIAL RESOLUTIONS

6. To consider and approve, due 10 the transfer of the equity interests of 83,538,000 shares and
5,895,500 shares held by Air China and China National Aviation Corparation respectively to China
National Aviation Holding Company (Air China and China Naticonal Aviation Corporation are the
wholly-owned subsidiaries of China National Aviation Holding Company) with no consideration,
the amendments to the Articles of Association for the name of shareholders of registered and
number of shares held.
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7. To consider and approve, due to the transfer of the equity interests of 24,667,500 shares and
8,606,000 shares of the Company held by China Northern Airlines Company and Xinjiang Airlines
Company respectively to China Southern Air Holding Company (China Northern Airlines Company
and Xinjiang Airlines Company are the wholly-owned subsidiaries of China Southern Airlines
Company) with no consideration, the amendments to the Articles of Association for the name of
shareholders of registered and number of shares held.

Subject to the approved of the above resolutions 6 and 7 by at the Annual General Meeting, the
Articles of Association of the Company will be amended as follows:

Section 3 of Article 1: Promoters of the Company are:

Shareholder 1: China TravelSky Holding Company
Shareholder 2: China Southern Air Holding Company
Shareholder 3: China Eastern Air Holding Company
Shareholder 4: China Nationa! Aviation Holding Corporation
Shareholder 5: China Eastern Air - Northwest Airlines Company
Shareholder 6: China Eastern Air - Yunnan Airlines Company
Shareholder 7: Air Greatwall Company

Shareholder 8: Xiamen Airlines Limited Company
Shareholder 9: Hainan Airlines Company Limited
Shereholder 10: China Xinhua Airlines Company Limited
Shereholder 11: Shenzhen Airlines Limited

Shereholder 12: Shanghai Airlines Company Limited
Shareholder 13: Shandong Airlines Company Limited
Shareholder 14: Shichuan Airlines Group

Shareholder 15: China Eastern Airlines Wuhan Limited
Shareholder 16: Changan Airlines Enterprises Limited
Shareholder 17: Shanxi Airlines Enterprises Company
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Section 2 of Article 21:

The structure of share capital after the issue of shares aforesaid by the Company as follows: upon
the issue of overseas-listed foreign shares by expanded capitalisation and over-allotment option
was exercised, the total number of shares held by the Company was 888,157,500 shares. The
shareholiders of promoters held 577,303,500 shares, representing 65% of the issued ordinary
shares of the Company, of which, Shareholder 1 held 198,496,500 shares, Shareholder 2 held
116,460,500 shares, Shareholder 3 held 68,685,500 shares, Shareholder 4 held 89,433,500
shares, Shareholder 5 heid 23,224,500 shares, Shareholder 6 held 17,504,500 shares,
Shareholder 7 held 2,658,500 shares, Shareholder 8 held 21 ,924.,500 shares, Shareholder 9 held
11,050,000 shares, Shareholder 10 held 7,659,500 shares, Shareholder 11 held 6,240,000 shares,
Shareholder 12 held 5,726,500 shares, Shareholder 13 held 4,348,500 shares, Shareholder 14
held 1,722,500 shares, Shareholder 15 held 1,300,000 shares, Shareholder 16 held 799,500
shares, Shareholder 17 held 169,000 shares. Shareholder of H Share held 310,854,000 shares,
representing 35% of the issued ordinary shares of the Company. The changes in total number of
share capital and the structure of equity interests had been reported to the Company’s Approval
Department authorized by the State Council and the Securities Supervisory Department of the
State Council.

8. To consider and approve other matters (if any).
By Order of the Board
Ding Weiping

Company Secretary

March 19, 2005
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Notes:

1. The Register of Members of the Company will be closed from Monday, April 11, 2005 to Tuesday, May 10,
2005 (both days inclusive), during which time no share transfers will be effected. Holders of the Company's H
shares and domestic shares whose names appear on the Register of Members of the Company at the close
of business on Friday, April 8, 2005 are entitled to attend the Annual General Meeting. Transfers of H shares
must be lodged with the share registrar of the Company’s H shares by 4:00 p.m. on Friday, April 8, 2005 in
order to entitle the transferee to attend the Annual General Meeting.

The address of the share registrar of the Company's H shares is:
Hong Kong Registrars Limited

Room 1712-1716, 17/F

Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

2. Each Shareholder who is entitled to attend and vote at the Annual General Meeting may appoint cne or mare
proxies to attend and vote on his or her behalf at the Annua!l General Meeting.

3. Shareholders or their proxies should produce proof of identity and other documents as required under the
Articles of Assaciation of the Company when attending the Annual General Meeting. A proxy of a
Shareholder who has appointed more than cne proxy may only vote on a poll.

4. The instrument appointing a proxy must be in writing under the hand of the appointer or his attorney duly
authorized in writing, or in the case of a legal person, must either be executed under its seal or under the
hand of a legal representative or other attorney duly authorized to sign the same. If that instrument is signed
by an attorney of the appointer, the power of attorney authorising that attorney to sign, or other document of
authorisation, must be notarially certified. To be valid, for holders of domestic shares, the notarially certified
power of attorney, or other document of authorisation, and the form of proxy must be delivered to the
registered address of the Company not less than 24 hours before the time appointed for the holding of the
Annual General Meeting. In order to be valid, for holders of H shares, the above documents must be
delivered to Hong Kong Registrars Limited within the same period of time.

5. Shareholders who intend to attend the Annual General Meeting in person or by proxy should return the reply
slip for attending the Annual General Meeting to the registered address of the Company on or before
Tuesday, April 19, 2005 in person, by mail or by fax.

6. The Annual General Meeting is expected to last for half a day. Shareholders (or their proxies} attending the
Annual General Meeting are responsible for their own transportation and accommodation expenses.

7 The registered address of the Company is as follows:
TravelSky Technology Limited
Floor 18 - 20, South Wing, Park C
Raycom InfoTech Park
No. 2, Ke Xue Yuan South Road
Haidian District, Beijing 100080, PRC

Contact: Secretariat of the Board
Telephone: (8610) 8286 1610
Facsimile: (8610) 8286 1612
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